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In this issue... 


@ Executive Suite Revisited. With hordes of playwrights, novelists, 
and social scientists flocking into the big boss’s office to see What 
It's Really Like in there, one might suppose that today’s tycoon 
would be a little tired of being observed. Apparently, however, this 
isn't the case—and what's more, he feels it’s high time he got in 
a few words on the subject himself. Fully 335 company presidents 
recently took time out to answer a detailed (and rather personal) 
AMA questionnaire. Based on their replies, Lyp1a STRONG’s report 
on The Man in the Front Office gets behind the cliches and tells 
what the boss himself has to say about such questions as: What 
worries him? How does he get his fun? What menu would he 
really have liked when he came to the house for dinner? And what 
would he do if he were starting all over again? 

Company presidents will naturally be curious to see how they 
compare with their counterparts, and their subordinates may be even 
more interested in reading the account on page 5, written by a 
seasoned observer of Genus Executive. Incidentally, other articles 
based on this survey are appearing or scheduled to appear in Business 
Week, Nation’s Business, and The New York Times Magazine. 





@ Gordian Knot. It’s one of the toughest problems a manager faces, 
and the higher’ up he goes, the worse it tends to become. The 
subject, of course, is delegation, and James M. Bracx’s article on 
page 9 outlines some useful ways to develop—or improve—the 
vital ability to Give George a Chance to Do It. 


@ Fables, Foibles, and Fallacies. Having learned the importance of 
communicating with employees—and doing it well—many com- 
panies are making real progress in this direction. But LAwRENCE 
STESSIN warns that we are in the midst of a Gimmick Craze in 
Employee Communications—a craze in which the techniques and 
media of communications are becoming ends in themselves. His 
article, which begins on page 12, pokes some fun while making the 
point that communications that misfire or fall flat are worse than 
none at all. 





@ Brave New World. American business is so healthy these days that 
there is little need to reassure top management about the future. 
But MorREHEAD PATTERSON points out (on page 14) that this 
crowded old world will be supporting twice its present population 
by the year 2000, and this will create some problems, too. The 
future looks good to Mr. Patterson, but he emphasizes that much 
will depend on management's ingenuity in Preparing for A.D. 2000 
and for the tremendous growth opportunities that an expanding 
population will bring. 
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THE MAN in the 
FRONT OFFICE 


An Unretouched Portrait of the 
Company President Today 


mw LYDIA STRONG 


OY war MAKES A COMPANY PRESIDENT TICK? How did he 
get where he is—and would he do it all over again? What are his 
problems, on the job and off? How does he rate with his family? 
How does he relax? What does he like for dinner? In short, what 
kind of human being is he? 

At first glance, there might seem to be as many answers to such 
questions as there are company presidents. Yet hundreds of replies 
to AMA’s recently completed survey of company presidents indicate 
that the chief executives of America’s business corporations do 
share many attributes—so many that a picture of the “typical” 
company president emerges with surprising clarity. 

Judging from this picture, the typical company president is a 
footloose, energetic man around 50, earning an income that is pleas- 
urably high. He’s married, with two or three children, and he tries 
hard to spend enough time with his family. But he’s married to his 
job as well—and must find time also for golf, reading, and com- 
munity activity. 

He owns his own home not too far from the office, owns two or 





more cars, drives or is driven to work. 
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Whatever his home town was, the chances are that he has left 
it, and that this move was only the first in a series of migrations. 
For he loves to travel. He travels for business, travels for pleasure, 
hopes to cover many more miles after he retires. But he’s not at all 
sure when—and if—he will retire. 

Our man has many and difficult problems on the job, but he be- 
lieves he can solve them—perhaps by fast thinking, perhaps by a 
combination of teamwork and the Golden Rule. On the whole, he’s 
pleased with his progress, and the future looks bright to him. 
Whether it’s attributable to limited goals or to a high level of accom- 
plishment, he seems to have fewer unrealized dreams than most 
people. 

These findings, it should be explained, result from a survey of 
company presidents who are probably above average in both income 
and education. The American Management Association made the 
survey, sending a questionnaire to 1,300 presidents of member 
companies. It was a long questionnaire and a rambling one, and 
most of the questions were distinctly personal. Nevertheless, 335 
presidents—a surprising 25 per cent—replied. 

These men head companies with sales of from under $1 million 
to several billion dollars; average sales were $65 million in 1955. 
Both presidential salary and company size tend to increase with the 
age of the president—except that the men of 60 and above preside 
over smaller companies, on the average, than those aged 50 to 59. 
Nevertheless, the older men earn higher salaries. For the entire 
group, personal income ranges from $13,500 to more than 


TABLE 1 


AGE OF RESPONDENTS 
(Median Age: 51) 


AGE RANGE No. PER CENT 
ESS eae oe 41 12.2 
REE Wistdieh- Wea eeueen 100 29.9 
_ . IPererrrercrr tT ri. 120 35.8 
ps a 70 | 20.9 
ee wa nwnenaes Cases | + 1.2 
, Par eeramres Wpesc 335 100.0 
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TABLE 2 
CoMPANY SIZE 
(AS MEASURED BY GROSS INCOME FOR 1955) 


Age Group Average Gross Company Income 
30-39 

eR Pe ee Pees se $ 9,500,000 
40-49 

ee oer re 38,000,000 
50-59 

NE ge a a ore ak © ate kno cece 111,000,000 
60 and above 

CE ara oe are chips he orlando 50,000,000 
Over-all 

oe Ee ee aes ne ree $ 65,000,000 





$400,000. The average is $68,000 a year, of which about two- 
thirds is derived from salary. 

Roughly speaking, the president’s salary varies with the size of 
the company as measured by its annual sales, but this correspond- 
ence is neither exact nor universal. The president of one of the 
companies with a multibillion dollar sales volume earns, as it 
happens, less than a number of others heading companies one-tenth 
the size. 

HOW THEY GOT WHERE THEY ARE 

Where, in the first place, did they come from? Everywhere. From 
small towns and cities, in 40 states and five foreign countries. And 
they have scattered almost as widely. The familiar pattern of small- 
town boy comes to big city and makes good is obscured by the fact 
that frequently the boy has moved out of the city to another small 
town, even though its name is more likely to be Scarsdale or Grosse 
Pointe than East Cupcake. 

Further to answer the question of where they came from, some 
were, in effect, always there. Asked what decisive event had en- 
abled them to gain their present jobs, a good number replied, “Being 
born the owner's son,” and others said “Marrying the boss’s daugh- 
ter.” Forty-eight men in all—14 per cent of the respondents—say 
they became presidents because of family ownership and control; 
some add wistfully: “I think I would have made it anyway.” 

But there are plenty of Horatio Alger stories. One man worked 
from boyhood in a coal mine, six days a week, yet managed to 
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TABLE 3 
ANNUAL INCOME 


AVERAGE 


AcE Group RANGE (FOR THOSE WHO REPLIED) 
30-39 
(35 replies) .... $15,000-$160,000 $47,000 
40-49 
(88 replies) .... $13,500-$235,000 61,200 
50-59 
(105 replies) ... $15,000-$265,000 70,200 
60 and above 
(64 replies) .... $16,000-$400,000 83,300 
Over-all 
(292 replies) . . $13,500-$400,000 $68,000 


attend evening school. His first break, an accounting job, led to the 
position of assistant company secretary and finally to the presidency. 
Another president started out as a laborer in the same field in which 
he now owns and operates his company. There are many former 
office boys, machine operators, sales clerks, and foundrymen in the 
ranks of company presidents. 

Sometimes the decisive event in the chain leading to the presi- 
dency was accepting a new, relatively risky job, or leaving a safe 
job and striking out for oneself. Some men say they were just plain 
lucky in “being in the right place at the right time” or in profiting 
by economic opportunity. A few attribute their success to “getting 
fired” or to some other eye-opening failure. One man says he be- 
came president because he survived the ordeal of working for his 
two immediate predecessors! A fair number feel that friendliness 
and contacts helped, but the largest group credit their advancement 
to a combination of enterprise, hard work, and ability. 

Though strategic job changes led a few to the presidency, job- 
hopping hasn't been the rule. Most of the presidents have worked 
16 years or more for their present companies, and they have been 
executives for almost as long. The majority got their first full-time 
jobs in their early twenties, but many started in their teens. One 
man, now the head of an electrical manufacturing concern, started 
work as a stock boy at the age of ten. 

Which paths lead to the presidency? More than one-third of the 

(Continued on page 59) 
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@ James Menzies Black 








T HE ART OF DELEGATING AUTHORITY is perhaps the most com- 
plex of all managerial techniques. It means letting someone else 
make a decision for which you are held accountable. You give 
authority to a subordinate, yet you retain control. 

Being only one person, you are limited in what you can do. 
When you delegate authority, you become many persons: Your sub- 
ordinates are your deputies, and they enlarge your area of action. 
They increase your efficiency, for they become extensions of your 
will. 

However, they must work in their own way to develop their 
initiative, so you must give them power of decision. Therefore you 
must set up controls through which you can guide the final result. 
The establishment of those controls is most important, for though. 
you can delegate the responsibility and authority to someone else to 
carry out an assignment, you cannot delegate the accountability. 


This article is based on a chapter from Mr. Black’s book, How to Grow in 
Management, which will be published this month. ©1957 by Prentice- 
Hall, Inc., Englewood Cliffs, N.J. ($4.95). 
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You must check up, openly or covertly, to see that the job is properly 
done. 

You can do specific things to assure that the decisions of your 
subordinate are intelligent. Primarily, you must make sure that 
he is actually making decisions on his own. Cut him lvose from 
your apron strings. As long as you are breathing down his neck 
or looking over his shoulder he will never develop himself or realize 
his full potential. 

Of course, you must use judgment. You can’t simply say to an 
employee, “Go ahead. You're on your own.” You have to provide 
him with guideposts, teach him how to decide questions in a frame- 
work of policy. The trick is to give authority without really re- 
linquishing it. Sounds like a paradox, doesn’t it? But it’s not. 
It's the mark of the highly capable executive. 


INSTILLING THE HABIT OF DECISION-MAKING 

Every day, you have the opportunity to observe your subordinates 
and measure their growth in management. Every day, you can 
appraise their development and the increasing maturity of their 
judgment. 

If you are a good executive yourself, you know what decision a 
subordinate should make in solving a problem. You have experience, 
judgment, and a knowledge of the situation from a background of 
facts. So when an employee comes to you with a problem and asks for 
advice on what to do, question him. Your questions should lead him 
through the basic steps in decision-making. Finally, he will come to 
the threshold of a solution. Then you can say, “We have reviewed 
the question. All the facts are before us. What would you do?” 

The chances are you will get the right decision, and in the 
process you have developed his ability to think like an executive. 
Of course, you could have told him what to do the minute he started 
to talk, but instead you made him think for himself. It was worth 
the trouble, for the next time he is confronted with a similar 
problem he will probably come up with the decision much more 
quickly and without bothering you. In effect, you are giving your 
subordinate plenty of rope, but are making certain he doesn’t hang 
himself before he learns how to use it. 

Dr. Elliot Janney tells of a company president who said, “I've 
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learned the hard way to give each man all the rope possible without 
upsetting the team. Then I work like a beaver to create an atmos- 
phere wherein each man will feel free and easy about consulting me 
when he finds the going tough.” 


CONTROL MEANS UNDERSTANDING 


Understanding is essential to smart delegation. If you give some- 
one else a responsibility, you must explain the limits of his authority 
and make sure he is aware of all company policies that relate to his 
activity. And you must follow through to see that the assignment 
is carried out. 

Since you do not want to be obvious in your supervision, you 
should try to create the kind of office climate in which your sub- 
ordinate will keep you informed of progress. At the same time, 
when you give him something to do you don’t expect him to be at 
your desk every 15 minutes or so with interim reports, so use more 
subtle methods. You can get the “feel” of things through your talks 
with people. These conversations enable you to keep your finger on 
what's going on in an easy, informal manner. Your subordinate tells 
you how he is getting along on his assignments because he wants to 
keep you up to date, not because he thinks you are playing police- 
man. 

A mature man is not afraid of delegation. The timid executive 
may be afraid to delegate anything. He fears that if things go wrong 
he'll be blamed, so he stands over his job like a stove-bound bride 
baking her first souffle. 

On the other hand, the strong leader sometimes prefers to keep 
complete power in his own hands. He dislikes delegating because 
he thinks no one else can do the job as well as he. He may be right, 
but he also may be confusing strength with weakness. 

You must trust the people to whom you delegate any part of your 
job. And you must be willing to share the credit. Delegation is an 
art and depends on specific principles: authority, responsibility, 
accountability. 

Imagine that you are hiring an advertising promotion man. You 
fix his budget on the basis of his needs and the finances of the 
company. He hires the copywriters, deals with the advertising 


(Continued on page 76) 
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The Gimmick Craze 
in employee communications 


@ Lawrence Stessin 


Graduate School of Business, New York University 


IN THIS BRAVE NEW woRLD, the modern man in management, 
aided and abetted by the social scientists, has embraced a host of 
human relations techniques. Paramount among them is “com- 
munications.” Around this broad base swivels a new kind of inter- 
action between employer and employee designed to bring about 
understanding, cooperation, and integration of an enterprise. How- 
ever, communications, ostensibly an antidote to the slide-rule 
approach to human relations, has itself become a victim of stereo- 
types, cliches, fables, and fallacies. It has been turned into a 
gimmick and a gadget. Communications has become an end in it- 
self. Managers communicate because it is the thing to do—it's 
the industrial version of “keeping up with the Joneses.” 
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Let's take a look at some of these communications concepts and 
see how they have been perverted and diverted to the general good 


of no one. 


THE OPEN DOOR POLICY 


Like charity and motherhood, the open door policy gets at least 
lip service from everybody in industry. I class it as cliche number 
one. Questicn an executive, and he'll recite the open door concept 
like a carefully rehearsed parrot. The line goes something like 
this: “Top management must make itself available to any rank-and- 
file employee who wishes to bring his complaints to the top. The 
open door policy shows that management is interested in the welfare 
of each and every employee. This gives the worker a feeling of 
security, and therefore he becomes a better worker.” 

This is indeed a noble objective. But in practice it turns out 
to be as hollow as a ping-pong ball. 

One purpose of the open door policy is to prove to workers that 
management is democratic—that the status gulf between boss and 
employee is a paper barrier formalized only on the organization 
chart. And yet, in no industrial organization do you see employees 
taking wide advantage of such management largesse. 

Last year I made a little survey of my own at a meeting of the 
National Association of Manufacturers. I buttonholed 50 company 
presidents—all pretty much “hep” in the ways of modern manage- 
ment—and asked each one: “Do you have an open door policy?” 
The answer, as expected, was a unanimous “yes.” The next 
question brought a less emphatic response: “Is the policy working, 
and, if so, how many employees came to see you during the last 
year?” Only one executive could recall a worker taking the trek 
from the factory floor to Mahogany Row. 

Often employees themselves treat with suspicion and derision 
managerial invitations to enter the “open door.” Last year, for 
example, a vice president had the occasion to visit his company’s 
suburban plant. In the course of his “Operation Grass Roots” he 
said to an assembled group of employees: 

“I want to assure each and every one of you that my door is 
always open. If anyone here in this plant wants to see me in my 

(Continued on page 82) 
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Long-Range Problems 
of an Expanding Population 


M@ MOREHEAD PATTERSON 


Chairman of the Board and President 


American Machine & Foundry Company 


ALTHOUGH WE HAVE barely passed the midpoint of the twentieth 
century, scientists, engineers, economists, and industrialists are 
already busily trying to ascertain what lies ahead in the twenty- 
first. By A.p. 2000, according to some “early returns,” we can 
expect: 

e A world population of 5.2 billion, compared with an 
estimated 1956 census of 2.6 billion. 

e Technological developments that will feed, clothe, and 
house all these additional people adequately and 
easily. 

e The use of air, sea water, ordinary rock, and sunlight 
as sources of food, power, and basic raw materials. 

Perhaps all this sounds like fantasy, but consider what our 
great-grandfathers would have said in 1857 had anyone then dared 
to predict the kind of world in which we live today. (At about that 
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time, serious consideration was being given in England to the aban- 
donment of the patent system—on the ground that everything had 
obviously been invented.) 

The implications of a world population twice its present size 
within the next 43 years are clear: There will, of course, be un- 
precedented problems to be solved, but business and industry will 
also have unprecedented opportunities for growth. Management 
must start planning now to provide the goods and services that will 
be demanded by the vast world market which will soon exist—a 
market that will depend, in large measure, on the productive 
capacity of the United States to. meet its demands. 

Combine the steady rise in world population with the constantly 
increasing pressure for a higher standard of living and it is not at 
all difficult to believe that, by the year 2000, the world will require 
a great increase in its supply of electric power. 

At the Geneva Atomic Conference in 1955, a carefully reasoned 
paper predicted that by the year 2000 (only 43 years from now) 
the world power requirement would rise toe a figure eight times that 
of 1955. 

The industrial power requirement is, in the final analysis, a 
sensitive index of the world population’s demand for goods and 


services and for constant growth and progress. 


THE SOARING DEMAND FOR GOODS AND SERVICES 


Power, of course, does not stand alone; it can express itself only 
through machines and apparatus of all kinds. Thus, a power re- 
quirement of eight times our present power consumption on a 
world-wide scale by the year 2000 means that we will need eight 
times the present world economy in goods and services—eight times 
as many washing machines, factories, and power plants. This ever- 
increasing demand represents the greatest opportunity ever given to 
mankind to promote peace and prosperity for many years to come— 


through economic progress. 


FOSSIL FUELS AND ATOMIC ENERGY 


Even now, the world’s resources of fossil fueis and hydropower 
are fast becoming inadequate to meet the increasing demand. We 


SEPTEMBER, 1957 15 











cannot wait until the year 2000 to decide what we are going to do 
about providing the power. This is a problem that we shall be 
forced to solve and program within the next decade. 

The most immediate hope of continued world progress therefore 
lies in the rapid development of atomic energy as a supplement to 
other fuels. 

For a long time, American industry has been accustomed to, and 
has concentrated on, developing fossil fuels as the principal source 
of energy. Although there are still good supplies of these fuels, we 
shall continue to use them at an increasing rate. Technologists are 
constantly discovering new ways of increasing their efficient utiliza- 
tion. In all probability, we won't run out of coal, oil, or gas over- 
night; but we are now using these fuels at such a rate that it is 
obvious we must look for additional sources of power. 

Apart from this, the chemicals contained in fossil fuels are be- 
coming increasingly important. It is certainly possible that someday 
a law will be passed forbidding the burning of fossil fuels under 
boilers for the mere production of heat. Why should nature’s mil- 
lion-year-old gift be wasted in this way when atomic means for 
producing energy are so near at hand? 

The rising demand for fossil fuels will decrease their supply and, 
at the same time, increase their cost. The time is not far distant 
when the cost of furnishing energy from the atom will meet the 
rising cost of energy from these other sources. The curves should 
cross by 1970; and, when we reach this historic point, the atom 
will come into its own as the principal fuel for the new power 


plants of the world. 


IMPLICATIONS OF THE POPULATION BOOM 

These realizations became particularly pertinent when they are 
considered in the light of the population boom predicted for the 
United States. In 1957, we will have to make room and provide for 
2.8 million more people; in the next five years, for 14 million 
more; and, by 1975, for some 60 million more. 

According to the Census Bureau: Before January 1, 1958, it is 
expected that 3.5 million new first-graders will enter school; nearly 
1.6 million couples will be married; and, at the same time, some 

(Continued on page 88) 
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Why All the Gloom About the Boom? 


“FoR THE PAST four or five years we 
have had these attacks with all the 
regularity of an annual case of spring 
fever. And now, once again—to use 
a great mixed metaphor—the crape- 
hangers are crying wolf in the mar- 
ketplace.” So said J. C. Doyle, Ford 
Edsel Division General Sales Man- 
ager, commenting recently on the 
curious psychology of businessmen 
and the U.S. public about the boom. 
Instead of optimism, the greatest 
economic advance in history has often 
produced the opposite effect: a fret- 
ful, unreasoning pessimism. Like a 
rabid Mickey Mantle fan, the U.S. 
has become so used to herculean 
feats that it expects a home run 
every turn at bat. A mere brace of 
singles—or merely excellent business 
—is no longer enough. 

Much of the gloom has come from 
the financial pages of the daily papers, 
whose headlines tend to magnify any 
slowdown out of all proportion, 
while news of companies making 
normal profits is given less promin- 
ence. When an economist proclaimed 
during a recent Cleveland debate that 
“we're in the beginning of a postwar 
depression cycle,” the emphasis in 
news stories was on his charge, not 
the rebuttal. Says Tom Campbell, 
editor of The Iron Age magazine: 
“Never has so much ink been spat- 
tered around about a ‘downturn.’ 
The general theme seems to be that 






if we are not headed for the roof we 
must drop to the cellar.” 

Much of the trouble stems from 
the use of terms that often make a 
drop seem worse than it is. To answer 
talk about a steel “slump,” U.S. 
Steel and Republic Steel distributed 
thousands of copies of speeches by 
executives pointing out that the slow- 
down was minor and that the industry 
still expected a good year. Even the 
facts about layoffs and shutdowns 
rarely tell the whole story. As David 
C. Elliot, economist for the Cleve- 
land Trust Co., points out: “You read 
about 200 layoffs here, 500 there, 
a shutdown elsewhere. They're con- 
fined to a few spots like autos or 
appliances, and add up to an in- 
finitesimal fraction of total employ- 
ment. But, to the uninformed, they 
indicate that the economy has turned 
sour.” 

Businessmen can blame themselves 
for some of the pessimism. Many 
executives insist on rating their 1957 
profits against all-time records set in 
1955 and 1956, and consider those 
years as the norm to be matched— 
or bettered—in every quarter. While 
they talk about the squeeze put on 
profits by rising costs, they ignore the 
growth of total profits. Government 
figures for all manufacturing corpo- 
rations from 1947 to 1956 show that 
sales climbed from $150.7 billion 
annually to $307.3 billion, while 
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profits before taxes averaged between 
8 per cent and 12 per cent of sales 
each year. Businessmen will make 
nearly twice as much money in 1957 
as they did ten years ago, even 
though the percentage on sales may 
be lower. “We've simply got too used 
to the term ‘record earnings,’” says 
an Atlanta Paper Co. executive. “You 
hear a lot of grumbling, but when 
you pin people down, they can’t give 
you a valid reason for their bear- 
ishness.” 

The most probable reason is that 
the U.S. has not adjusted its economic 
thinking to a new kind of economy 
that can rise, pause or slip off a bit, 
then rise again.’ Many businessmen, 
especially older executives who lived 
through depression days, still think in 
terms of boom and bust. They have 
never seen employment remain so 
high for so long, and “they say to 
themselves,” says economist Sumner 
Slichter, “ ‘It can’t last. It can’t last. 
It can’t last.’” 

To some economists, the grave 
danger of such talk is that, by over- 
emphasizing every slight fluctuation 





in the short-term outlook, business- 
men may destroy the confidence the 
U.S. needs to keep on expanding to 
serve its growing markets. Yet many 
others do not think so. As Blyth & 
Co.’s Charles Blyth says: “We can- 
not talk ourselves into a recession.” 
So far, the U.S. plainly has not. 
In the face of strong employment, 
higher paychecks, and good earnings, 
even the dourest of economic bears 
are having a hard time sustaining 
their forecasts of trouble. Neverthe- 
less, the bear talk has its uses. Just 
as the U.S. needs hardheaded opti- 
mism from businessmen in order to 
keep expanding, so it also needs a 
periodic dose of caution to keep busi- 
nessmen from overextending them- 
selves and getting careless about costs, 
sales, or product improvement. What 
the U.S. does not need is the kind 
of unreasoning economic doom-say- 
ing from all quarters that has clouded 
the economic picture and confused 
the U.S. public over the past few 
months. 
a Time, 
May 13, 1957, p. 94:1. 


U. S. Plants Spring Up Abroad 


U.S. BUSINESSMEN are setting their 
sights on foreign business with 
growing enthusiasm. New efforts to 
penetrate foreign markets with U.S. 
products and factories range all the 
way from the introduction of Pepsi- 
Cola into Japan to the building of 
an almost self-sufficient automotive 
industry in Brazil. 

One concrete sign of the trend 
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is the constant rise in investments 
abroad. The flow of U.S. capital 
into foreign plants last year exceeded 
$1.6 billion, and the total stake of 
American corporations in foreign 
facilities probably amounts to more 
than $30 billion. One industrialist 
estimated recently that by the end of 
this year investment will be up to 
the $32 billion mark, producing $40 
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billion a year in goods, and yielding 
$4 billion in annual profits. 

Another indication of the foreign- 
market drive is the growth of U.S. 
exports. In 1956, shipments of non- 
military goods jumped to $17.3 
billion—a gain of $3 billion over 
1955—and exports during 1957 
are expected to exceed $18.5 billion. 

For many companies, foreign sales 
are vital to financial success. The 
tractor industry, for example, ex- 
ports about 25 per cent of its pro- 
duction, and construction and min- 
ing equipment makers export ap- 
proximately 26 per cent of theirs. 
Over-all, exports are absorbing 
roughly 8 per cent of U.S. produc- 
tion of “movable” goods. 

Significant as these sales are, 
however, the major element in the 
trend to foreign business is the in- 
creasing emphasis on U.S. manufac- 
turing abroad. This emphasis is 
evident in a variety of industries, 
from cosmetics to office machines. 

Over 90 per cent of one large 
pharmaceutical company’s foreign 
sles, for example, are accounted for 
by overseas manufacturing units. 
The foreign plants of an office ma- 
chine manufacturer made 75 per 
cent of the products that the com- 
pany sold abroad last year. By the 
end of this year, Philco expects to 
make $5 worth of goods in its 
foreign plants for every $1 of ex- 
ports from factories in this country. 
In the food field, H. J. Heinz’ ex- 
ports represent only a small fraction 
of its overseas volume. 

What’s behind this trend? Most 
iten mentioned are these factors: 

Intensified nationalism abroad. 
Governments of both “old” and “new” 
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countries are determined to develop 
economically, and those that want 
the help of foreign capital favor com- 
panies that are willing to set up local 
plants. Companies are encouraged to 
do this through a variety of devices— 
larger allocations of foreign exchange 
for the import of component parts or 
materials than for the finished prod- 
uct, increased tariffs or reduced im- 
port quotas to encourage local pro- 
ducers and protect them against 
foreign competition, tax concessions, 
etc. 

In order to stay in a particular 
market, many companies have found 
it necessary to establish production 
facilities there. One prime example 
is the current development of an 
auto industry in Brazil. Car com- 
panies have been told that they must 
produce a certain proportion of the 
vehicles in the country or with 
locally made materials. The ratio— 
now reportedly 60 per cent domestic 
to 40 per cent foreign materials, 
measured by weight—is adjusted up- 
ward as local production is de- 
veloped. 

The lure of higher profits abroad. 
Numerous companies have discov- 
ered that profit margins in many 
countries are considerably wider than 
those in the U.S. Of course, this is 
not true in all countries, and in some 
instances higher profits may be fic- 
titious: Large earnings in terms of 
a foreign currency can be deflated 
quickly and drastically by shifts in 
the exchange rates at which the 
funds are converted into U.S. dollars. 

However, one company recently 
reported it was earning close to 20 
per cent on sales abroad before taxes. 
A study made jointly by the Securities 


19 





and Exchange Commission and the 
Federal Trade Commission puts the 
U.S. average for manufacturing cor- 
porations last year at 9 per cent be- 
fore taxes. 

Recently, the head of one com- 
pany’s international division was 
ready to turn down a new capital 
investment program of an affiliated 
foreign company as being too large 
for the market to be served—and 
then he saw the projected sales and 
profits figures. The new product to 
be manufactured was expected to 
return enough profit in eight months 
to write off the original investment. 

Foreign exchange shortages. A lack 
of foreign exchange has forced coun- 


New Russian Import: U.S. Know-How 


FACED WITH SEVERE ECONOMIC STRESS, the Soviet Union is now spend- 
ing more than $1 million a year to learn the industrial and business 
techniques of the capitalist economy it hopes to defeat. 








try after country to apply tight cop 
trols to imports and to give prefere, 
tial treatment to so-called “essential 
products when allotting funds. Fr 
quently, the shortages are themselyg 
the result of internal pressures cause 
by rapid industrialization. 

The exchange and trade controk 
often serve a dual purpose: savin 
money and protecting new industry. 
In some cases, the erection of a local 
plant may be the only way open toa 
U.S. company to get its product int 
the country. 


a Jerome Oelbaum. 

THE JoURNAL OF COMMERCE, 
May 28, 1957, 

p. 1:2. 
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advanced technological processes used in industry to the simplest elements 
of office management, the Russians want to know how U.S. capitalism 
works. To this end, they are spending money for U.S. books, magazines, 
newspapers, scientific and technical reports, and economic documents of 
every description. They are also obtaining large quantities of free 
materials, including copies of speeches by businessmen, road maps, tele- 
phone books, publications of port authorities, and advertising brochures. 
Here are some recent examples of the Russian quest for U.S. know-how: 
« A steel company has been asked to participate in an exchange of 
information on steel mill operations. 
« An aircraft company has been asked to send 
employee magazine. 
« A construction firm has been asked for details concerning the 
process used for stapling ceiling materials in new homes. 
Informed estimates in Washington are that between 3 and 5 million 
pieces of printed matter will be shipped to Russia and satellite countries 
from the U.S. during 1957. Almost every piece will be nonclassified 


free copies of its 


information which any person in the U.S. can obtain, either free or for 
a few cents. 


—Nation’s Business 4/57 
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Management Flexibility: Key to Successful EDP 


In ACHIEVING a smoothly function- 
ing electronic data processing system, 
each level of company management 
has its own important contributions 
to make. Many of these involve a 
willingness to adjust to new concepts 
and subordinate individual -or de- 
partmental ambitions to the good of 
the company as a whole. 

It is top management's responsi- 
bility to provide an environment that 
will facilitate profitable utilization of 
integrated data techniques and as- 
sociated electronic processors. The 
degree to which this environment is 


| attained depends largely on how well 


top Management meets these require- 
ments : 

1. Avoidance of haphazard, ex- 
pedient, high-level policy changes 
affecting basic procedures. Constant 
policy vacillation will result in total 
system failure. Significant changes 
affecting output must be preplanned 
and time-phased to achieve maximum 
results at minimum 

2. Willingness to alter traditional 
methods and policies when necessary. 
This is probably one of the most 
dificult psychological barriers for 
top management to hurdle. Company 
traditions often take on a hallowed 
concept out of proportion to present- 
day realities. Top management must 
subject every “sacred cow” to the 
mest careful scrutiny, and any that 
interfere with highly profitable data 
automation should be ruthlessly al- 
tered. 

3. Willingness to modify existing 


cost. 
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organizational responsibilities when 
necessary. Frequently, organizational 
responsibilities, like Topsy, “just 
growed.” Often they are the out- 
growth of an expedient solution to 
personnel problems that no longer 
exist. Failure to recognize the ad- 
ministrative effect of revised methods 
of data generation frequently leads 
to conflict and duplication of respon- 
sibilities. In many cases, the problem 
can be resolved by straightening the 
organizational boundaries or trans- 
posing various phases of supervisional 
authority. 

4. Emphasis on top management 
control by exception. Of course, in 
order to implement such a program, 
management must be well aware of 
what to “except from.” This _pre- 
supposes that effective use is already 
being made of such management 
tools as operating and forecast bud- 
gets, plant loading schedules, pro- 
duction control, market research, and 
other well-established _ techniques. 
The automation of such programs 
will free top management from the 
constant tyranny of minor decision- 
making. 

Line management's relationship to 
automated data processing is less 
profound but much more personal 
than that of top management. Line 
management will be confronted with 
a different set of requirements: 

1. Willingness to participate in 
impending changes. There is a signi- 
ficant difference between the results 
obtained by reluctant compliance 
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and those generated by active, co- 
operative participation. The respon- 
sibilities of line management are not 
discharged by a mere tacit acceptance 
of a contemplated change. Such an 
attitude is quickly transmitted to all 
subordinate levels, and anticipated 
results will not be attained. 

2. Ability to resolve interdepart- 
mental differences. While internal 
strife is harmful under any condi- 
tions, its effect on a highly auto- 
mated data system can be disastrous. 
Any attempt to parallel integrated 
data flow with duplicate off-line sys- 
tems would result in intolerable 
costs and total, disruption of data 
time-phasing. Such conflict can be 
avoided if line management under- 
stands that data are a common de- 
nominator of the entire company. 
Each participant must subordinate 
his pride of authorship and empire- 
building tendencies to the mutual 
benefit of all concerned. Only in this 
atmosphere will it be possible to 
allocate responsibilities properly, 
evaluate the relative importance of 
data content, and realistically re- 
solve time-phasing conflicts. 

3. Willingness to gain a rudimen- 
tary understanding of electronic data 
processing. It is a basic premise that 
we fear what we do not understand. 
All too frequently, line management's 
resistance to an impending EDP 
installation stems from this inward 
fear rather than from any valid ob- 
jections to the proposed system. It 
is not necessary for line management 
to involve itself with the details of 
construction, logic, programming, or 
operational phases of the equipment. 
In fact, marginal knowledge in these 
areas frequently leads to self-styled 
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experts who have no real understand 
ing of the subject. What line map 
agement needs is adequate com 
prehension of the basic differences 
in data generation and flow that wil 
result from the substitution of elec. 
tronic storage of invisible images o 
magnetic tapes and cores for cop 
ventional ledgers, statements, and 
interpreted punched cards. 

Although part of line management, 
financial management, because of its 
intimate, specialized contact with 
the electronic processor, will be con 
fronted with additional responsibil- 
ties: 

1. Recognition of the service 
aspects of accounting data. Because 
accounting data are generated largely 
as a service for use by other areas 
of the organization, the administra 
tors of the generation, modification, 
and reduction of data must be con 
stantly alert to the requirements of 
the ultimate user. Frequently, this 
end-use requirement is in conflict 
with the optimum method of data 
creation. When this occurs, it is 
mandatory that full consideration be 
given to the valid end-use require 
ments, regardless of the difficulties 
involved in data processing. 

2. Avoidance of over-reporting. 
One of the dangers inherent in elec- 
tronic data processing is the ease 
with which a virtually endless ave 
lanche of figure-facts can be pro 
duced. Danger of possible misuse of 
this ability is particularly acute in the 
area of control reporting. A 600 
line-a-minute printer (classified to 
day as a medium-speed printer) is 
capable of creating over 500 feet 
of printed information per hour. 
The total inability of members of 
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management even to read such mass 
data output, much less to take de- 
finitive action on it, is self-evident. 
Electronics has revolutionized data 
output speeds, but there has been no 
corresponding speedup of human 
comprehension. The high-speed out- 
put capabilities of electronic data 
processors should be regarded in 
much the same light as horsepower 
in a car—wonderful for the open 
highway of mass routine data pro- 
duction, but not practical for use on 
the winding city streets of manage- 
ment control reporting. 





3. Willingness to revise traditional 
audit philosophy. In the initial 
stages of planning for an electronic 
installation, there must be neither 
overemphasis on continuous detail 
data audit on the one hand nor 
failure to preserve adequate audit 
“trails” on the other. In most cases, 
this balance can be achieved by a 
clear-cut separation of the system 
planning and audit responsibilities. 


s Howard I. Hollander. 
N.A.A. BULLETIN, 
July, 1957, 

p. 1474:16. 


The Sweet Success of Smell 


A tot oF fascinating smells are 
turning up in unfamiliar places these 
days. Fertilizers are scented with 
mint; inks come with fresh fruit 
aromas; white wall tires are im- 
pregnated with sweet pine odors— 
all for the fastidious. Even concrete 
walls, dog bones and diapers are be- 
ing processed for sweeter sniffing. 

All this—and more—is the work 
of a dedicated group of businessmen 
and scientists intent on turning scents 
into dollars through subtle uses of 


fragrances. They're concerned not 
only with making products smell 
and sell but also with banishing 


pungent odors long associated with 
particular goods. 

The use of odors and deodorizing 
devices is, of course, hardly new. But 
today an increasing number of com- 
panies and entrepreneurs are ex- 
perimenting with new aromas and 
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learning to use them for a host of 
hitherto unheard-of purposes. 

There are no precise figures on the 
use of basic aromatic chemicals in 
American industry today. But manu- 
facturers and users alike agree that 
the odors business is steadily grow- 
ing. Oliver Marton, secretary of the 
Society of American Perfumers, 
whose members include most of the 
industry's raw muaterial suppliers, 
calculates that U.S. producers of 
aromatic chemicals and deodorizing 
substances rang up about $250 mil- 
lion in sales last year, compared with 
“probably less than $100 million as 
recently as 1950 and under $50 
million in 1939.” 

This year, figures Mr. Marton, the 
industry, which he says employs 
some 20,000 persons, will post a 
sales increase of at least 10 per cent 
over 1956. 
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The commercial uses of man- 
produced odor materials are many 
and varied. And the list keeps grow- 
ing. 

In Washington, D.C., Eugene 
Batista’s Auto Discount Corp. uses 
two odorizing agents which are sup- 
posed to make old cars smell like 
new. One is applied to the car's 
upholstery; the other is rubbed on the 
floor mats. Mr. Batista estimates he 
spends an average of $3.50 a car 
to thus spruce up his autos. 

Advance Century Manufacturing 
Co. of Greenville, S. C., which sup- 
plies Mr. Batista, also markets a 
sweet pine odor for use on white 
wall tires. Another product, tailored 
for black tires, is supposed to make 
them smell “like newly-polished 
shoes.” 

Acro Laboratories of Yonkers, 
N.Y., offers a rubber finger-cover 
for bank clerks and other money 
counters which gives a floral odor to 
greenbacks. Acro also produces inks 
for ball-point pens in a broad range 
of fruity scents. 

The effects of odorizing are hard 
to gauge, and some manufacturers 
are wary of venturing into the realm 
of “scent science” for fear of offend- 
ing potential customers. Even com- 
panies with obvious odor problems 
are hesitant lest they do away with 
a smell, no matter how odious it may 
be, which helps to identify a product 
or a business. But more and more 
businessmen who use scents testify 
to their effectiveness in solving special 
problems. 

Take, for instance, an innovation 
in smells tried by John Valk, Jr., 
president of the Consumers Oil Co. of 
Rutherford, N. J. The company sells 
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fuel oil which, to many household- 
ers, has a peculiarly bad odor. Mr. 
Valk now adds a small amount of 
a sweet-smelling liquid to the fuel, 
and he credits the move with help- 
ing to stir up his fuel sales. 


Olin Mathieson Chemical Corp. of 


New York is using odors to help sell 
fertilizers, even though they're made 
from odorless chemicals. The com- 
pany, contending that homeowners 
expect some smell from fertilizers, 
impregnates its “Plantron” brand of 
plant food with a minty aroma. For 
farmers, usually less smell con- 
scious, Olin packs the same fertilizer 
in larger sacks—minus the mint. 

Although the use of scents and 
deodorizers in business is on the 
upswing, scent makers admit they 
know relatively little about what 
smell actually is or how the sense of 
smell works in humans. 

Because there is no_ standard 
instrument for measuring the inten- 
sity of odors or even identifying 
them, Airkem, Inc., of New York, 
a specialist in deodorizing work, re- 
lies on the sensitive noses of em- 
ployees, plus a contraption that con- 
sists of a blowing device on one side 
of a black curtain and a series -of 
tubes on the other side which funnel 
into a cone. 

When a researcher wants to gauge 
the intensity or effect of an odor, 
he simply puffs the smell through the 
tubular equipment and observes its 
effect on a “jury member” who has 
his nose in the cone. The jury mem- 
ber then rates the intensity of the 
smell by numerals. 

= Mitchell Gordon. 
THE WALL STREET JOURNAL, 
May 9, 1957, p. 1:2. 
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What Management Thinks of Moonlighting 


MOONLIGHTING—a term for the practice of holding down two jobs at 
once—is on the rise, according to a recent study by the National Indus- 
trial Conference Board. 

There are several million moonlighters in the U.S. today. Obviously, 
the motivation in almost all cases is the desire for additional income to 
offset the high cost of living, but the Board discovered that contributing 
factors are the five-day, 35- to 40-hour work week and the continual 
extension of automation. Many workers now have the necessary leisure 
and vigor to hold down two jobs. And today’s tight Jabor market offers 
the worker a host of job opportunities with high pay and generous benefits. 

How does management feel. about moonlighting? Of 25 representative 
companies questioned by the Board, fifteen described its effects as “not 
serious”; five said it was a “minor headache”; and the remaining five felt 
it to be a “fairly serious” problem. One firm said that to the best of its 
knowledge it had no moonlighters. At the other extreme, three companies 
estimated 25 per cent of their production workers had second jobs. 
Two firms reported 20 per cent, and two others 10 per cent. One said 
that 50 per cent of its highly skilled workers had double employment. 

Among employees working a 40-hour week, moonlighting was put at 
8 per cent; among those working less than a 40-hour week, the estimate 
climbed to 14 per cent. 

While most companies frown on moonlighting or attempt to forbid it 
entirely, some firms are inclined to tolerate or ignore the practice as long 
as it does not get out of hand, and a few companies expressed a willing- 
ness to hire men even when it was known they were employed elsewhere. 

However, moonlighters may be inferior workers in many ways. They 
may have high absenteeism rates and their work may suffer in quality, 
quantity, or both. They may become involved in accidents, and instances 
of moonlighters making trouble with other employees were reported to 
the Board. The man working day and night is likely to become irritable 
through lack of sleep; he may shirk his part of the job; and he may ask 
others to cover up for him. 








AND THAT'S HOW THE MONEY ROLLS IN: A recent Commerce Department 
study reveals a national average personal income increase of 254 per cent 
since 1929. However, after allowances for taxes, prices, and population 
increases, actual spendable income has increased some 50 per cent. 


| AMA OFFICE MANAGEMENT CONFERENCE 

_ The AMA Office Management Conference will be held 
| Wednesday through Friday, October 23-25 inclusive, at the 
| Statler Hotel, New York. 
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“THAT BRIGHT COLLEGE KID with 
his smart ideas! Why doesn’t he get 
his hands dirty before he comes 
down here to tell me how to run my 
operation?” 

“Stubborn mechanic! He wouldn't 
know a good idea if it stood up and 
hit him in the nose. All I’m trying 
to do is help the guy—wait until the 
boss hears about this one!” 

Businessmen may not like to think 
about it, but these words—or varia- 
tions on the theme—are being mut- 
tered and spoken aloud with increas- 
ing frequency in U.S. industry today. 
As managers call in more and more 
specialists of one kind or another, 
friction between line supervisors and 
staff experts inevitably builds up at 
all levels. 

Here are three examples of the 
kind of specific situations that arise: 
«While walking through the 

plant, the safety engineer of a 
manufacturing company noticed 
a machine guard out of place. 
He went over, adjusted the safety 
device correctly, and criticized 
the careless worker. The fore- 
man immediately came up and 
said angrily, “Who are you to 
be pushing my men around? 
This damn safety business gives 
me a pain in the neck, anyway. 
No wonder we never get any- 
thing done around here!” 

«A _ department superintendent 


gave the personnel officer the 
names of two men he wanted for 
a particular job. They did not 
measure up to specified job re- 
quirements, so personnel turned 





Line and Staff—Conflict or Cooperation? 


them both down and sent two 
other candidates instead. The 
supervisor angrily burst in, ask- 
ing “Who's running my depart- 
ment, anyway? The hell with 
your fancy tests—I guess I 
know what kind of men I want 
to hire for my shop, and I've 
been around here long enough to 
know a good worker when I see 
one.” 

« The design engineer who created 
and developed a new product 
kept moving in on the produc- 
tion line after the item had been 
turned over for manufacture. He 
talked to his old associates who 
had been transferred to produc- 
tion, made adjustments, criticized 
quality, and gave instructions 
to employees. The supervisor 
soon found that the employees 
were turning to the engineer for 
their orders. 

Why do problems like these arise? 
One major reason is that too many 
top executives, accepting without 
question the functional benefits of 
staff help, overlook the fact that line- 
staff relations pose special problems. 
They seem content to make vague, 
stereotyped policy statements like, 
“The staff is supposed to advise the 
line,” without ever following through 
on the implications. Often they are 
unaware of the informal interactions 
that are so significant in any group 
undertaking. 

It is such interactions between line 
and staff personnel that cause much 
of the trouble. For example, the staff 
man may take a more intellectual 
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view of a problem; he may find it 
hard to understand and work with 
the “man of action”—and vice versa. 

Staff sometimes carries an implied 
authority, by virtue of its close work- 
ing relationship with the front of- 
fice. The line may sense this, rightly 
or wrongly, and so become wary. 
Staff’s greater knowledge of company 
standards and policies may serve to 
augment this implication of authority. 

Often the line manager feels 
threatened when a specialist proposes 
a change. Such a suggestion carries 
the inescapable hint that top manage- 
ment is not satisfied with current 
methods. Or the proposal may look 
to the line manager like some “hare- 
brained idea cooked up in an ivory 
tower,” rather than a realistic pro- 
gram based on the actual situation— 
and such is the case often enough to 
justify the suspicion. 

A staff person may be as ambitious 
and forceful as his line associate— 
or even more so. He may try to “sell” 
the line on an idea, especially if he 
sees himself as a sort of “superbrain” 
whose mission is to guide the naive 
manager onto the paths of efficiency. 

There are many approaches man- 
agement can use in trying to clarify 
the problem and eliminate present 
and future difficulties. Organizational 
lines should be clearly drawn and 
responsibilities blocked out. Staff job 
descriptions should be made as pre- 
cise as possible and established in 
consultation with the line men with 
whom the specialists will be working. 
Special training for both staff and 
line personnel can often be bene- 
ficial. On many occasions, difficulties 
arise simply because neither group 
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really understands the function of the 
other. 

But all approaches to the problem 
must be based on a radically changed 
conception of the staff man’s func- 
tion. From an expert on procedures, 
he becomes an expert on people; 
from an operator, he becomes a 
counselor; from a man with the 
answers, he becomes a man with the 
questions. Measured by his effective- 
ness as an educator, he emerges as 
someone with a unique business role: 
helping line executives become bet- 
ter managers. 

The effective, creative staff man 
focuses his attention on the operating 
managers, rather than the workers. 
His task is to help people change 
their ways, not to alter the situations. 
Though he may be able to size up a 
problem quickly, he is too wise to 
present a ready-made answer, be- 
cause he lacks the line manager’s in- 
timate familiarity with the situation. 
Moreover, he realizes that the man- 
ager will almost invariably resent 
and reject a pat answer that comes 
from outside his own working group 
and implies that something is wrong 
with current methods. The effective 
staff man works with the manager to 
help him hammer out a solution to 
the problem. 

The staff man must be thoroughly 
competent in his own particular field, 
but he must also be able to look at 
operating problems in broad terms. 
He should be considering long-range 
improvements rather than short-range 
trouble-shooting. 

Obviously, business cannot turn 
the clock back and do away with 
staff. As a matter of fact, executives 
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are likely to need even more special- 
ized assistance in the future as their 
jobs and decisions become more com- 
plex. An awareness of the problems, 
coupled with a clearer concept of the 
staff man’s role as an educator rather 


than an executive, will help man- 
agers meet the specific issues as they 
arise in their own companies. 

@ AcME REPORTER (Association 


of Consulting Management 
Engineers, Inc.) No. 2, 1957. 


Industry Comes to the Retailer’s Aid 


Topay’s SMALL RETAILER,  sur- 
rounded by a variety of economic 
shoals, is looking for help. Fortunate- 
ly, many manufacturers are supply- 
ing such assistance, and thereby im- 
proving relations with their retailers. 
More and more manufacturers 
are realizing that what helps the 
retailer helps them. As one company 
official put it: “We extend the 
friendly hand so far into the front 
door that it pushes our competitors 
out the back door.” Here are some 
typical examples of how manufac- 
turers are coming to the retailer’s aid: 
« The president and sales manager 
of a small manufacturing firm re- 
cently went 600 miles to help a 
retailer close a deal for the sale 
and lease-back of his building. The 
transaction freed more than $80,- 
000 of the merchant's capital and 
restored him to a sound financial 
basis. 
€ A Massachusetts manufacturer 
sends his credit manager to cus- 
tomers’ stores to show them how to 
tighten their credit and collection 
policies without loss of good will. 


A large metal-products manufac- 
turer recently held regional meet- 
ings during which district managers 
were given intensive instruction in 
techniques “that will enable the 
average storekeeper to get more 
mileage out of his capital.” 


- 





Getting adequate mileage out of 
his almost always limited capital has 
long been the small retailer’s biggest 
problem, whether he sells stockings 
or furniture. To protect himself 
against out-of-stock losses, the re- 
tailer has frequently felt it necessary 
to carry heavy inventories. His ship- 
ping problems involve high in-freight 
costs, and 30- or even 90-day 
delivery dates. The necessity for 
building good will and attracting 
customers makes it difficult for him 
to refuse charge accounts, while his 
personal community contacts with 
customers make collection of unpaid 
bills a delicate problem. 

To serve the retail buyers who 
are looking for faster shipments and 
lower in-freight costs, some furniture 
companies have erected new ware- 
houses and built up substantial in- 
ventories of their best-selling pieces. 
The results: two-week delivery on 
items which their less foresighted 
competitors take from one to three 
months to ship. Other manufacturers, 
rather than invest in new warehouse 
facilities, are turning to strategically 
located public warehouses to speed 
deliveries and lower freight charges. 

Another example of aid to retailers 
is the program of a women’s hosiery 
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manufacturer. This firm takes over 
the stock record-keeping and reorder- 
ing job for its retail customers. The 
company formerly aimed at keeping 
a 30-day stock on the merchants’ 
shelves. Since the first of the year 
its salesmen have told customers 
that, if they will do their part by 
sending in sales reports regularly 
and promptly, they can safely reduce 
inventories to a two-week supply 
without risking out-of-stock losses. 

Credit is another area where re- 
tailers are particularly vulnerable. A 
spot check of the credit experience 
of manufacturers and _ wholesalers 
serving small-town retailers shows a 
decline in the ratio of collections to 
accounts receivable during the past 
year. They also report a slight de- 
cline in the number of customers who 
regularly discount their bills, and a 
slight increase in requests for post- 
dated billing and other special credit 
considerations. 

This is simply a reflection of the 
retailer’s own credit problems in his 


chants refuse charge accounts, and 
many are reluctant to press for pay- 
ment from a customer who may well 
be their next-door neighbor or their 
wife’s best friend. Some manufactur- 
ers are sending their own credit men 
to advise retailers how to screen new 
accounts (especially where no credit 
bureau is available), shut off credit 
when necessary, and turn unpaid 
bills over to collection agencies—all 
without losing good will. Apparently 
the retailers are eager for such help. 
Many suggest that companies with 
house organs should utilize them for 
additional aid in this field. 

Manufacturers’ aid to retailers is 
paying off for both. One firm esti- 
mates that increased sales to retailers 
repaid the cost of its aid program 
within six months, and “we have their 
good will as long as they are in 
business.” The retailer, on the other 
hand, profits by achieving a stable 
and sound financial position. 


m= MANAGEMENT METHODS, 
July, 1957, 





community. Few small-town mer- p. 43:3. 


Spending on Consumer Durables—Still Strong 


CONSUMERS PURCHASED about as many new and existing houses in 1956 
as in 1955, but somewhat fewer major household goods, according to the 
1957 Survey of Consumer Finances conducted by the Federal Reserve 
System in cooperation with the Survey Research Center of the University 
of Michigan. Purchases of new and used automobiles declined sharply 
from the record levels established in 1955, but exceeded those in any 
earlier year, the report adds. In dollar amounts, purchasers of houses, 
automobiles, and major household equipment spent more in 1956 on the 
average than a year earlier. 

During 1956, an estimated 24 million spending units—about 43 per 
cent of all spending units—-purchased at least one major household 
durable good. 

—Federal Reserve Bulletin 6/57 
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THE RECENT DECISION of the Su- 
preme Court in the du Pont-Gen- 
eral Motors case reveals the strong 
determination of the court to prevent 
competition from being weakened 
and the court’s willingness to resort 
to controversial interpretations of 
the law in order to implement the 
public policy of preventing restraints 
on competition. 

But the decision also reminds us 
that much thinking on the relation 
of bigness to competition is out of 
date and unrealistic. Hence, the 
adaptation of traditional American 
antitrust policy to the facts of modern 
industry requires that we take a 
fresh look at the role of large enter- 
prises in American business—par- 
ticularly the role of large enterprises 
as a source of vigorous and dynamic 
competition. 

The trend toward corporate big- 
ness has led many students of anti- 
monopoly policy to conclude that 
steps need to be taken to limit the 
influences of large enterprises in 
American industry. Of many pro- 
posals that have been made, two are 
of particular interest. 

One proposal is that new restric- 
tions be placed on mergers. Some 
have urged that no merger be per- 
mitted which cannot be justified by 
technological reasons. Some have 
proposed that mergers involving a 
corporation above a given size be 
prohibited unless found by the Fed- 
eral Trade Commission to be in the 
public interest. 
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The second proposal deals with 
the concentration of production in 
various industries into a few enter- 
prises. It is urged that the govern- 
ment be authorized to break up firms 
that are unnecessarily large. 

Both of these proposals are based 
upon a mistaken conception of the 
role of large corporations in Ameri- 
can business and of the relation of 
large corporations to competition. 
Each, if put into effect, would 
weaken rather than strengthen com- 
petition. In fact, in order to stimu- 
late competition, existing restrictions 
on mergers should be relaxed, not 
tightened, and large enterprises, in- 
stead of being threatened with 
break-up, should be given a clear 
mandate to grow, provided they use 
fair means. Let us examine more 
completely each of these two pro- 
posals to restrict the growth of enter- 
prises: 

1. The proposal that new restric- 
tions be placed on mergers arises 
from the fact that the United States 
in recent years has been experiencing 
a great wave of mergers. But recent 
mergers have not weakened compe- 
tition. On the contrary, they have 
indirectly strengthened it, because 
they have enabled managements to 
build more diversified and _better- 
integrated enterprises — enterprises 
which are more capable of reaching 
all parts of the vast domestic market, 
of adapting themselves to market 
shifts and changes in technology, of 
riding out the ups and downs of 
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Many large firms and firms of 
moderate size have acquired small 
firms, but the acquisitions by the 
very largest firms have not been 
numerous. 

Here are a few examples of how 
mergers are helping to build stronger 
enterprises, better able to hold their 
own in competition: 

A maker of cans bought a concern 
manufacturing plastic pipe in order 
to get a foothold in the plastic pipe 
business. A maker of railroad freight 
cars bought companies making elec- 
trical equipment, truck trailers, and 
dairy supplies in order to shift from 
a declining business to expanding 
businesses. A food manufacturer 
bought a West Coast manufacturer 
of salad seasoning in order to give 
nationwide distribution to its product. 
A maker of household wares bought 
a supplier in order to have a source 
of pressed wood handles for its ap- 
pliances. 

The many advantages produced 
by mergers show that the proposal 
that mergers be prohibited unless 
they can be justified by technological 
reasons does not make sense. There 
are good reasons for mergers that 
have nothing to do with technology. 

Moreover, it would be unwise to 
require government approval of all 
mergers involving an enterprise above 
a specified size. That would be sub- 
stituting the decision of government 
officials for the decision of business- 
men on matters that the businessmen 
are better able to understand. The 
public interest is amply protected by 
the present drastic provision of Sec- 
tion 7 of the Clayton Act. 
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2. The second proposal—to re- 
make the structure of American in- 
dustry by breaking up the largest 
enterprises—rests upon the mistaken 
view that where output is concen- 
trated among a few concerns effective 
competition does not occur. The 
error of this view is shown by the 
vigorous competition in various in- 
dustries in which most of the output 
is by a few firms—such as the auto- 
mobile, tire, refrigerator, soap, ciga- 
rette, paper products, television, and 
many other industries. 

There are two principal reasons 
why competition tends to be vigorous 
when production is concentrated 
among a few large concerns. One is 
that such enterprises keep close track 
of their rank in sales, and fight hard 
to move ahead of rivals or to avoid 
being surpassed by them. The sec- 
ond reason, and one that is rapidly 
gaining in importance, is the fact 
that competition among large firms 
is being stimulated by the growth 
of technological research. 

No expenditures are more com- 
petitive than outlays on research, 
for the purpose of these expenditures 
is to improve products, develop new 
products, and cut costs. More than 
70 per cent of the outlays on re- 
search and development are made 
by firms with 5,000 or more em- 
ployees, because concerns with large 
sales can best afford this overhead 
expense. Hence the rapidly mounting 
outlays on research indicate both 
the growing competitiveness of 
American industry and the increas- 
ingly important role large enterprises 
are playing in making competition 
more intense. 

One can predict with confidence 
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that competition in American in- 
dustry will continue to gain in in- 
tensity. And large enterprises, far 
from being a menace, will, to a 
growing extent, be the instruments 
by which the country is given the 





benefit of large-scale technological 
research and of increasingly vigorous 
competition. 

= Sumner H. Slichter. 


THe New York Trmes MaGazinz, 
August 4, 1957, p. 10:3. 


Boosting Productivity With Incentives: 
A Tested Approach 


EVEN IN THIS ERA of push buttons 
and electronic controls, industry is 
still plagued by the basic problems of 
productivity. That workers can in- 
crease their production, even beyond 
the most dramatic improvements in 
their tools and machines, is clearly 
recognized. Whether or not they will 
is the question. For some companies, 
an incentive system may be part of 
the answer. 

Incentive plans are not miracle de- 
vices, and they will not compensate 
for obsolete equipment, poor engi- 
neering, time-wasting methods, and 
other company deficiencies. Yet they 
can pay off in dollars and cents by 
increasing production, relating wage 
earnings to worker productivity, im- 
proving utilization of facilities, lifting 
worker morale, and tightening cost 
controls. 

One incentive plan of outstanding 
interest is the plant-wide type de- 
veloped by the late Joseph Scanlon of 
the Massachusetts Institute of Tech- 
nology. Over the past ten years, more 
than 50 companies have installed 
this system in their plants. Though 
there have been some failures, it is 
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significant that the majority of these 
companies report satisfaction. 

Three major features of the Scan- 
lon plan are the plant-wide incentive 
bonus, suggestion awards made on a 
group basis, and a two-way com- 
munications policy. Here’s how the 
plan works at Pfaudler Co. (Roches- 
ter, N.Y.), where it has been in 
operation for over five years: 

The bonus plan at Pfaudler is 
based on what employees save on 
normal labor costs. This is figured 
monthly on the basis of the relation 
of labor costs to the value of goods 
shipped. The norm is the 12-month 
base period ending October 31, 1951 
—the last full year before the plan 
went into effect. The bonus is dis- 
tributed to every individual every 
month as a calculated percentage of 
his basic pay. 

The company keeps 30 per cent of 
the labor savings and distributes 70 
per cent, after provision for a reserve 
fund to offset months when labor 
costs might rise above norm. Like 
all companies using the plan, Pfaud- 
ler stipulates that when management 
makes a capital outlay that increases 
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productivity without requiring a big- 
ger contribution from the labor force, 
it has the right to adjust the norm 
downward. 

The company’s suggestion system 
is run by departmental production 
committees and a plant-wide screen- 
ing committee, all of which are 
composed of both management and 
employee representatives. Employees 
in each zone elect their representa- 
tives. 

The zone committees are em- 
powered to adopt any suggestion 
which does not involve spending 
more than $100. Other suggestions 
are funneled to the screening com- 
mittee, which consists of six manage- 
ment members chosen by the presi- 
dent and six elected employee repre- 
sentatives. 

At the monthly meetings of the 
screening committee, suggestions are 
but one of many topics discussed. 
Management provides information 
and answers to questions on all mat- 
ters affecting the business, such as 
sales problems, orders, bids, pricing 
policies, competition, or business out- 
look. This information quickly gets 
back to the rank and file. 

Most companies using the Scanlon 
plan believe they have gotten better 
production. On the other hand, labor 
savings and bonuses have varied sig- 
nificantly, both from company to 
company and within the same com- 
pany at different periods. 

Some Pfaudler officials believe 
that the bonus tends to eliminate un- 
derproductivity caused by fear of 
rate-cutting, and that improvements 
in labor-management understanding 
have also contributed to greater pro- 
duction effort. Although Pfaudler em- 
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ployees average about the same 
amount above their quotas as workers 
under most traditional incentive 
schemes—around 10 per cent—a 
strong point in favor of the Scanlon 
plan is that it provides a continuous 
flow of valuable suggestions for cut- 
ting costs and increasing produc- 
tivity. Prof. William F. Whyte of 
Cornell University estimates that 75 
per cent of the suggestions made by 
employees under ordinary suggestion 
systems are turned down. At some 
companies using the Scanlon plan as 
many as 80 per cent are accepted. 
The Pfaudler box score is impressive: 
1,291 suggestions submitted, 995 
accepted. Responsible for this favor- 
able performance, suggests Pfaudler 
management, is the positive attitude 
of employees under the plan—toward 
their jobs, their fellow workers, and 
the company. 

Scanlon plan companies are unani- 
mous in insisting that they have not 
given up any of their management 
prerogatives. Workers’ advice is wel- 
comed, and even actively solicited. 
But this is a far cry, the companies 
argue, from surrendering control of 
the business. 

Indeed, there is a general feeling 
at Pfaudler that whatever success 
the plan has had in the past five 
years is due not primarily to the 
bonus—which is sometimes small 
and for some periods even nonexist- 
ent—but to the opportunity the plan 
has given to employees to talk freely 
with top brass through their repre- 
sentatives. 

ws EmpLoyee RELATIONS BULLETIN 

(National Foremen’s Institute, 


New London, Conn.), 
July 24,1957, p. 4:6. 
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Is New Plant Construction Slowing Down? 


ALTHOUGH INQUIRIES BY COMPANIES for new plant sites are still running 
at a high level, about one-third of all area-development groups are cur- 
rently finding that tight money or business uncertainties are having a 
noticeable effect on industrial expansion plans, according to a recent 
survey by The Journal cf Commerce. This trend could point to a slowing 
down of the capital investment boom within a year, since inquiries for 
sites normally precede actual construction of plants by six months to 
a year. 

Eighteen per cent of the 108 area-development groups replying to the 
survey reported that plans to build manufacturing plants in their region 
had been postponed since last November. In addition, 8 per cent reported 
that plant construction projects had been canceled. Some said that plans 
which never had been announced were being dropped or quietly shelved. 

Although the replies showed that on balance, site studies were pro- 
ceeding at a rapid rate in preparation for future building, the situation 
existing today is actually far different from that of a year ago, when 
virtually all areas were reporting increases in inquiries, and practically 
none were experiencing postponements or cancellations of building 

. programs. 
—Sidney Fish in The Journal of Commerce 4/2/57 
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“And in addition to the fringe benefits, you'll find 
the boss's wife understands him very well.” 
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The New Precision 


U.S. INDUSTRY is entering a new 
realm of precision manufacture. 
Where a few years ago manufacturers 
could pride themselves on holding 
tolerances to one ten-thousandth of 
an inch, today makers of gyroscopes, 
fuel-injection pumps, transistors, and 
many other high-technology products, 
whose total sales run into billions of 
dollars, must turn out parts that are 
accurate to within a few millionths 
of an inch—the thickness of a small 
microbe. 

Measurement, the prime essential 
of high precision, is itself becoming 
a specialized business. The job of 
certifying standards of size has grown 
too big for the National Bureau of 
Standards to handle alone. Within 
the past two years, the Sheffield 
Corp. of Dayton, Ohio, and Interna- 
tional Telephone & Telegraph Corp. 
have opened commercial laboratories 
that make accurate measurements for 
industry for a fee. The charge de- 
pends on the kind of measurement 
and the degree of precision the cus- 
tomer wants. Typical prices range 
from $2 for measuring the flatness 
and length of a steel block to within 
4 millionths of an inch to $24 for 
determining the roundness, taper, 
and diameter of a one-inch hole to 
within 10 millionths of an inch. 

Industry, however, is no longer 
satisfied with measurements to a few 
millionths; there is a growing aware- 
ness that even more precise standards 
will soon be needed to cope with fu- 
ture tolerances. A group of 11 manu- 
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facturers, including Timken Roller 
Bearing, International Business Ma- 
chines, and Du Pont, has given the 
Bureau of Standards $31,000 for 
research on further refining the 
science of measurement. Congress 
last year added a special appropria- 
tion of $75,000 to the program. The 
bureau has already developed an 
optical instrument that can measure 
a ten-millionth of an inch by com- 
paring it with a fraction of a wave 
length of light. 

But while accurate measurement 
is perhaps the most dramatic mani- 
festation of industry's new obsession 
with precision, it is by no means the 
only one. The fact is that in certain 
segments of industry ultraprecision is 
revolutionizing metalworking — tech- 
niques and even factory design. Many 
manufacturers now perform their 
most exacting operations in special 
rooms mounted on foundations that 
are cushioned against vibration. Ther- 
mostats control temperature within 
two degrees or less. Filters cleanse 
the air of all visible dust particles. 
Supplies and equipment delivered to 
these rooms are meticulously vacuum- 
cleaned or scoured in_ ultrasonic 
baths. Production workers scrub up 
as carefully as a surgeon about to 
operate. They dress in dustfree, lint- 
free coveralls, booties, and _ tight- 
fitting caps. They can’t eat, drink, or 
smoke on the job, and they don’t 
wear cosmetics, even after-shave 
lotion. When they take notes, they 
write on plastic sheets with ball-point 
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pens, for the dust raised by a pencil 
gliding over paper would pollute the 
atmosphere. 

Production workers have had to 
adapt to a new degree of discipline 
in machining and the handling of 
parts. They have had to learn that 
on the fine scale of millionths of an 
inch rigid metals behave like rubber. 
A bar supported on both ends may 
sag many millionths of an inch 
in the middle. An elbow carelessly 
rested on a massive machine tool may 
bend it out of alignment by a ten- 
thousandth of an inch or more. The 
heat of a human hand or a beam of 
sunlight can expand a precisely ma- 
chined piece of metal enough to turn 
it into scrap. 

Precision manufacture, with all 
the care and environmental control 
that it requires, can be agonizingly 
slow and expensive. As tolerances are 
squeezed down from hundredths, to 
thousandths, to ten-thousandths, and 
finally to millionths, costs mount al- 
most exponentially. Gauging alone 
may far outweigh the cost of ma- 
chining the materials. 

To some extent, precision un- 
doubtedly has become a fad. Inex- 
perienced engineers naturally tend to 
play safe by specifying tighter toler- 
ances than a part actually needs to 
perform satisfactorily. In most in- 
dustries, competition and costs soon 
apply their own corrective to the 
ultracautious, overfinicky specifica- 
tions, but if the engineering is for 
military contracts the Defense De- 
partment may approve the specifica- 
tions regardless of cost. As a result, 
the U.S. government is probably pay- 
ing many millions of dollars a year 
for unnecessary ultraprecision. 
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In most instances, however, ultra- 
precision is an absolute necessity and 
well worth whatever it costs. In the 
newest transistors, for example, cer- 
tain dimensions have to be controlled 
to 10 or 20 millionths of an inch. 
Fuel-injection pumps for diese! and 
aircraft engines have to have extreme- 
ly tight-fitting cylinders and pistons; 
tolerances on the clearance must be 
held to a few millionths of an inch 
lest the pistons stick or leak hot vapor 
under enormous pressure. Gyroscopes 
must be centered to a quarter of a 
millionth of an inch if they are to 
guide missiles to a distant target. 

Many manufacturers, dismayed by 
the exacting demands of ultra-preci- 
sion, have looked lingeringly at a 
logically simple way to relax toler- 
ances: selective assembly. This is. the 
way automobile-engine manufacturers 
assure smooth fits without machining 
metal to millionths of an inch. Pis- 
tons and the wrist pins that slip 
through holes in their bases, for ex- 
ample, are often machined separately 
to tolerances of about 2 thousandths 
of an inch for pistons and 2 ten- 
thousandths for pins. Then each pis- 
ton and each pin is gauged accurate- 
ly, and the smallest pistons are 
matched with the smallest pins, the 
largest with the largest. Similarly, 
ball bearings—generally the most 
precise of all common __ industrial 
products—are selectively assembled. 
The inner and outer rings are gauged 
separately to determine the clearance 
between them, and then they are 
filled with balls of just the right size. 

Selective assembly has, however, 
severe drawbacks. To maintain a 
broad span between machining toler- 
ances and assembly tolerances, 4 
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manufacturer has to control a large 
inventory of different-sized parts. 
And if the parts have to match in 
more than one respect—say, length 
as well as diameter—his inventory- 
control problems multiply. Most com- 
panies now venturing into the new 
realm of precision are passing up the 


You Can Cut 


IN MANY COMPANIES, the mail de- 
partment has the status of an un- 
favored stepchild. Its position in the 
organization is often not clearly de- 
fined, and its chief seldom gets the 
support and recognition given to 
other major department heads. 

Undoubtedly, the main reason is 
that many top-management men as- 
sume that postal services and postal 
rates are cut-and-dried matters and 
that whatever the company spends 
for postage represents the irreducible 
minimum. On the basis of this mis- 
taken assumption, the mail depart- 
ment gets low priority on the list of 
pressing problems which engage 
management every day. 

The short-sightedness of .manage- 
ment’s attitude toward company mail- 
ing operations is clearly demonstrated 
by these two examples of how im- 
portant savings can be .made in this 
area: 

1. A large automotive supply man- 
ufacturer mailed 12,000 identical gifts 
last year to customers and business 
associates. The packages were mailed 
shortly before Christmas via “special 
delivery” service, which cost the 
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lure of selective assembly. Instead, 
they are devoting their efforts to 
making each operation as precise as 
possible. 


= George A. W. Boehm. 
FORTUNE, 

August, 1957, 

p. 130:6. 


Mailroom Costs 


company 45 cents extra for each 
package. Yet delivery could have 
been completed well before the de- 
sired date by the use of “special 
handling” service, at a saving of 25 
cents on each package—a total of 
$3,000 on the entire mailing. 

2. An insurance company in the 
Southwest required its branch offices, 
located in 22 states, to forward new 
policy applications to the home office 
via special delivery mail. Since the 
company picked up its mail at the 
post office six times daily, a test was 
made to determine how much time 
was being saved by the use of special 
delivery service. It was found that, 
because of the frequency of pickup, 
matter sent via special delivery actu- 
ally took longer to reach the office 
than regular mail. Special delivery 
service was discontinued, and the 
company saved $110 a week. 

Parcel post insurance can often 
provide possibilities for savings. In 
many instances, insurance may be 
obtained from private insurance com- 
panies at lower rates and for higher 
limits than are available from the 
post office. Many companies have 
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found, after careful analysis of the 
cost of insurance and the frequency 
of loss, that they could afford to take 
the calculated risk of not buying in- 
surance at all on their parcel post. 

Air mail service is another likely 
area for achieving postage economies. 
In appraising the relative merits of 
air vs. surface mail, each company 
must consider a variety of important 
factors. One of these is the extent to 
which its mail is addressed to large 
cities. All large cities have frequent 
air mail service. But there are many 
small towns which have no direct 
air mail service, and the number of 
handlings and trans-shipments neces- 
sary to get an air mail letter delivered 
to such towns materially reduces the 
speed of service. 

Any program to improve a com- 
pany’s mail operation should include 
these major steps: 

1. A searching, objective examina- 
tion of the mail department's status 
in the company. This does not mean 
merely a review of the organization 
chart. It means determining, through 
careful investigation, exactly how the 
department rates in the eyes of both 
tup management and line manage- 
ment, and how much support it re- 
ceives in conducting its operations as 
economically as is consistent with 
over-all company objectives. 

2. An examination of how com- 
pany personnel policies affect the 
direction and staffing of the mail de- 
partment. Was the head of the de- 
partment selected for his special 
knowledge of handling practices and 
postal regulations? Is he skilled at 
working with young people and pro- 
viding quick and effective training so 
that his employees can be fully uti- 
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lized during their usual short tenure 
in the department? Is he articulate 
and diplomatic enough to present the 
mail department’s case in problems 
involving relations with other depart- 
ments? Has he prepared or been 
provided with adequate training 
manuals? 

3. Measurement and charting of 
the mail workload—incoming, out- 
going, and intracompany—to show 
fluctuations in volume by day, week, 
month, and season. Internal mail 
distribution routes must be based on 
demonstrated needs. Internal pick-up 
and delivery must be scheduled to 
insure connections with the most de- 
sirable plane and train facilities, to 
and from the company. To avoid 
overstaffing, the size of the mail de- 
partment staff must be carefully ap- 
praised in the light of volume sta- 
tistics. If the regular staff is adequate 
to handle the peaks of incoming and 
outgoing mail, it is likely that large 
surpluses of time are available 
through the middle of the day. This 
problem can be solved in a variety 
of ways, including staggered shifts or 
lending help to other departments. 
Another solution would be to estab- 
lish a permanent staff to handle off- 
peak periods and borrow the addi- 
tional staff needed for the peak 
periods. 

4. Thorough appraisal of available 
space, mechanized equipment, and 
other physical facilities. Mailing ope- 
rations need more floor space per 
employee than other clerical opera- 
tions: there must be temporary stor- 
age space for large quantities of 
incoming and outgoing matter and 
adequate room for sorting, wrapping, 
typing, and distribution facilities. 
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Mechanization has not been util- 
ized in mailing operations nearly as 
much as it could be. Automatic ad- 
dressing equipment, collating ma- 
chines, inserting machines, pneuma- 
tic tube systems, and automatic 
conveyors are among the many avail- 
able devices which can contribute to 
substantial savings in labor costs and 
greater mail-handling speed and ac- 
curacy. 

5. Keeping minimum records of 
postage expenditures. This involves 
not only identifying all amounts 
spent on postage and labor in the 
mail department, but segregating 


postage costs by class of service and 
by the department or individual for 
whom the postage was expended. 

6. Active cooperation with the 
post office. Postmasters are invariably 
pleased to have company representa- 
tives call, either for an inspection 
tour or to discuss mailing problems. 
Frequently, the local post office is 
able to offer constructive suggestions 
to help speed the handling of a com- 
pany’s mail and avoid the waste of 
postage. 

a W. D. Sullivan. 


OFFICE MANAGEMENT, 
July, 1957, p. 26:7. 


Signposts on the Road to Executive Decline 


HOW DO YOU TELL when an executive is slipping? The retired president 
of a large steel company thinks these are the tell-tale signs that a manager 


has passed his peak of usefulness: 


1. When he talks more about what he did in the past than what he 


plans to do in the future. 


2. When he blames his failures on new competition, the weather, 


or “conditions.” 


3. When he begins to lose interest in statistics that pinpoint oppor- 
tunities for improving company operations. 

4. When he begins to think the company can’t get along without him. 

5. When he becomes adept at thinking of reasons why a new idea or 


method won’t work. 


6. When he begins to feel sorry for himself and tells friends that his 
boss does not appreciate the years he has “given” to the business. 
7. When he begins to feel that his position rates a bigger office or a 


larger staff. 


8. When he arrives at work later, lunches longer, and leaves the office 


earlier. 


9. When he tries to convince people that the excessive time he spends 
on the golf course is good for the business. 
10. When he loses the knack of talking with people and begins to talk 


at them. 
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—American Business 7/57 
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In OFFICES all over the U.S. today, 
managers and their subordinates are 
self-consciously facing each other in 
a soul-searching discussion of the 
subordinate’s performance. Dozens 
of companies already are subjecting 
their executives to these personal 
evaluation sessions and hundreds of 
others are getting set to give execu- 
tive coaching a try. 

Many companies are now turning 
to the appraisal review because it 
gives the boss a chance to tell his 
next-in-line just where he stands and 
possibly where he is going. It also 
provides a means for “improving” a 
man, molding him to fit into the com- 
pany team. 

Some companies, however, will 
have nothing to do with appraisal 
reviews at all on the grounds that 
“the personnel function is already 
much too formalized.” 

Just how well do face-to-face ap- 
praisal programs work out in prac- 
tice? In general, this is the picture: 
The appraisal review is pretty largely 
a middle-management affair. The 
senior executives who sanction the 


procedure rarely prescribe it for 
themselves. Really open, two-way 
talks seldom occur; usually the 


superior does the giving and _ his 
assistant the taking. And most execu- 
tives seem to doubt that appraisal 
interviews effect any deep changes in 
their juniors or in themselves. 
What goes on in an appraisal in- 
terview varies with the company, the 
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Executive Coaching Catches On 





men, and the jobs involved, but there 
is a discernible pattern. Normally, 
the interview starts with a review of 
the subordinate’s strong points. “They 
can’t keep a chip on their shoulders 
while they're taking a bow,” explains 
one personnel man. 

Then the senior executive grad- 
ually moves into areas where the 
assistant could stand improvement. 
“Let the subordinate do all the talk- 
ing. He'll tell you what’s wrong with 
himself, and all you have to do is 
agree,” says one manager. 

From this point, in some com- 
panies, the interview progresses to 
a man’s attitudes or even to his per- 
sonal habits. He may be told, “This 
is why you don’t get along with fel- 
low workers,” or “You're not trying 
very hard.” Or he may get gentle 
hints to put away his loud ties, drop 
certain of his lunch companions. 

Before the interview is concluded, 
the two men are supposed to have 
agreed on what areas of performance 
are poor and how they will be worked 
on. At the next appraisal, or per- 
haps sooner, they will meet again to 
see how the improvement program is 
coming along. 

But applying the technique raises 
some special problems. One major 
difficulty is that virtually no business 
organization operates on the basis of 
a full and frank exchange of views 
and information, a principle that lies 
at the heart of the appraisal review 
system. “I never forget it’s my boss 
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I'm talking to,” says one junior ex- 
ecutive, and his superior is not for- 
getting either. 

There are other factors restricting 
the free exchange of information at 
the interviews. How do you tell a 
man, for instance, that he’s reached 
the end of the line as far as promo- 
tion is concerned? He may already 
know it, but still would rather not be 
told outright. 

In addition, few managers pretend 
to have much psychological or human 
relations skill. Most will draw the 
line when it comes to delving into a 
man’s attitudes in order to “improve” 
him. 

But most executives seem to agree 
that the appraisal review draws atten- 
tion to the job and brings it into 
sharper focus. They also cite these 
other reasons in favor of the system: 


alt forces them to analyze their 
men—and this must be done in 
a fairly objective manner, since 
they must justify their appraisals 
to the men personally. 

«lt brings into the open problems 
that might otherwise be over- 
looked. At one interview, a sub- 
ordinate blurted out that his 
work. was being ignored. This 
turned out to be true—but it 
isn’t anymore. 

«It can prevent a good man from 
getting lost in the shuffle. One 
interviewee, given a low rating 
in initiative by his chief two 
years ago, complained at that 
time that he never got a chance 
to show any. Taken at his word, 
he was tossed some rough assign- 
ments, did well, and recently 
moved up a rung when his boss 
got promoted. 


Although interviewees generally 
find the appraisal interviews uncom- 
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fortable, they do like the idea of 
knowing where they stand with the 
boss and what's going on the record. 
Most seem to look on reviews as 
handy reference guides for external 
behavior on the job. They only balk 
when the reviews become too much 
of a pressure session or degenerate 
into amateur psychiatry. 

One engineer, for example, was so 
affronted at his superior’s comments 
on his private life that he left for 
another job. The company “elimi- 
nated a man who didn’t fit the pat- 
tern, but they also lost one of their 
most creative designers,” says a con- 
sultant of the case. 

Appraisal review systems vary from 
company to company, but one par- 
ticular system seems to be gaining 
preference: the committee approach. 
Under this setup, a committee of 
senior executives, including a man’s 
immediate supervisor, hold an ap- 
praising session. Later, the supervi- 
sor sits down with his assistant and 
presents the group findings and sug- 
gestions. Then the two men discuss 
ways in which improvements can be 
made. 

This system offers several advan- 
tages. Since the appraisal committee 
usually represents an important seg- 
ment of hierarchical authority, its 
pronouncements generally carry a 
good deal of weight. The committee 
approach also eliminates any tend- 
encies toward personal prejudice. And 
it takes a great load off the supervisor. 
Instead of saying “I think . .. ,” he 
can say, “We believe . . .” 


= Business WEEK, 
March 9, 1957, 
p. 61:6. 
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What’s Wrong with R & D Programs? 


UPON THE CREATIVENESS and pro- 
ductivity of scientific workers de- 
pends the success of a company’s 
R & D program, which often means 
the success of the company itself. 
Realizing this, most managements 
have made strenuous efforts to ad- 
just to this new breed of employees. 
They have tried, in many cases, to 
isolate the factors of creativeness and 
to provide an atmosphere that would 
nurture them. 

These efforts have sometimes met 
with a measure of success; more 
often, with disappointing—and ex- 
pensive—failure. A 1956 survey re- 
ported that the median failure rates 
for R & D projects in 120 leading 
companies was 67 per cent. The 
least successful company reported 
99 per cent failure; the most success- 
ful, 50 per cent. 

What's behind these discouraging 
figures? The quality of our research- 
ers is high; so is the caliber of our 
managers and decision-makers. The 
answer is probably indicated by the 
questions: (1) Are research people 
being used most effectively? (2) 
Are the efforts of management and 
R & D laboratories being coordinated 
properly? 

To determine answers to these 
questions, the management consult- 
ant firm of Booz, Allen, and Hamilton 
recently undertook a survey of Profes- 
sional Research Personnel Opinions 
and Attitudes. The preliminary report 
may have a few surprises for many ex- 
ecutives. 
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The prevailing notion is that where 
equipment and facilities are the best 
that money can buy, where working 
conditions are relaxed and the re- 
searcher is given free rein to find his 
own way, and where salaries meet 
or exceed competitors’, R & D success 
must inevitably follow. Judging from 
this study, however, these are not the 
factors preoccupying the man in the 
laboratory. When the 3,500 scientists 
in the survey were asked to draw up 
a list of ten most critical problems, 
the first three places on their lists, 
by a wide margin, were taken by 


managerial matters — communica- 
tions, planning and coordination, and 
supervision. 


A resounding 59 per cent answered 
“no” or “doubtful” when asked 
whether they felt that the research 
division was organized for effective 
communication. This put communica- 
tion in first place on the problem list. 

The most productive employee is 
one who understands his company’s 
aims and how his job contributes to 
those aims. Yet, 41 per cent of those 
polled felt that R & D_ personnel 
were not well acquainted with the 
strengths and limitations of their 
company’s products; 60 per cent 
were doubtful that they were advised 
of happenings in other departments 
of the company; and 63 per cent 
said they were not informed of re- 
search projects in other sections than 
their own. The over-all picture is 
summed up by a solid 64 per cent 
(averaging the percentages for all 
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interdepartmental relations ) who 
would rate the general exchange of 
information as marginal to poor. 

Vital to the success of new-product 
development is close cooperation be- 
tween the R & D department and the 
sales and manufacturing departments. 
Yet, these two departments were 
rated lowest by researchers in terms 
of cooperation with the R & D 
laboratory; 38 per cent rated them 
marginal or poor. This points to a 
lack of integration of the research 
activity with the other branches of 
the company. 

Lack of coordination and planning 
is also shown by the fact that 47 
per cent feel that their department 
is not well organized for effective 
research. More than two-thirds said 
they had to perform service functions 
and trouble-shooting duties in addi- 
tion to their main research activities, 
and 56 per cent found that these 
side duties disrupted their research 
work to varying degrees. 

Supervision is also a major prob- 
lem in R & D labs. More than a 
third of the researchers polled were 
not sure what performance standards 
were expected of them. Of those with 
20 or miore years’ experience, 36 per 
cent were not sure; and of those 
with one to five years’ experience, 
60 per cent were not sure. 

Many elements contribute to this 
expensive ignorance: For one thing, 
written job descriptions exist for 
only 30 per cent of the sampling; of 
those whose job is so covered, only 
26 per cent have copies. A little over 


half have not been informed as to 
what their working relationships 
with other research workers are sup- 
posed to be, and 48 per cent have 
not been told their relationships to 
their supervisors. Moreover, 43 per 
cent are seldom or never counseled 
about their progress. 

Training and development, a 
management challenge in all divi- 
sions of the business, appears to be a 
particularly acute problem in R & D. 
This stems from the relative youth 
of employees in R & D, their lack 
of business experience, and the rapid 
growth of the R & D function in re- 
cent years. 

In matters of salary, the R & D 
man is generally satisfied. He is ap- 
parently more concerned with prob- 
lems of professional status and de- 
velopment. His dissatisfaction on this 
score is shown by the fact that 47 
per cent of the respondents feel that 
their professional recognition is slight 
or nonexistent, and that 34 per 
cent feel they do not receive proper 
credit for their ideas and accom- 
plishments. 

In general, the survey strongly 
indicates that the successful tech- 
niques of business management have 
not been fully developed or applied 
in the research area. More active 
management of R & D is required. 
Researchers do not abhor good man- 
agement—they want it, and need it. 


a Homer M. Sarasohn. 
RESEARCH & ENGINEERING 
June, 1957, 

p. 26:4. 





STATISTICS are no substitute for judgment. 
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-—Henry Clay 
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Bankers’ Dilemma: How Friendly Is Too Friendly? 


BANKS ARE BEGINNING to make use of professional “comparison cus- 
tomers” to get an objective view of the shortcomings of their personnel 
in dealing with customers. In some cases, bankers also are using the 
shoppers to get a closer look at what competitors are doing. 

Use of comparison customers reflects the increasing sentiment among 
bankers for harder selling of their services and for altering traditional 
ideas about banks and banking. A recent survey for the American Bankers 
Association reaffirmed—to the chagrin but not surprise of many bankers— 
that to most people a bank is a formal and forbidding place, bankers are 
rich, hard-to-know stuffed shirts, and tellers are unhappy and underpaid. 

Some bankers aren't convinced that the traditional concept of banks as 
somewhat austere should be altered very much. “A banker has to develop 
a conservative attitude in self-defense,” says Royal O’Day, vice president 
of the Merchants National Bank and Trust Co., Syracuse, N.Y. And 
Wilmot R. Craig, executive vice president of Lincoln Rochester Trust Co. 
of Rochester, N.Y., adds “Banking is necessarily highly confidential; 
a banker is told a lot of things he has to tuck in the back of his mind. 
I don’t see how he can do anything but keep his distance.” 

But by and large, bankers are showing considerable enthusiasm for 
improving customer relationships and trying to convince people there's 
warmth behind the cold marble facade. 

—Lee Silberman in The Wail Street Journal 6/3/57 


Scientific Manpower on the Rise 


FOR THE FIRST TIME IN SIX YEARS, there has been an upswing in the 
supply of technical manpower in the U.S. In 1956, there were 15 per 
cent more bachelor degrees in science and 17 per cent more in engineer- 
ing than there were in 1955, according to figures recently released by the 
Office of Education. There was little change, however, in the number of 
advanced degrees. A total of 41,849 students earned baccalaureates in 
science in 1956, and 26,312 earned them in engineering. Biology showed 
the biggest jump in graduates—from 9,050 to 12,566, for an increase of 
39 per cent. 

—Scientific American 6/57 





AMA SPECIAL MANUFACTURING CONFERENCE | 


The AMA Special Manufacturing Conference on Automa- 
tion will be held Wednesday through Friday, November 6-8 
inclusive, at the Statler Hotel, New York. 








| 
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The Search for 


FINDING GOOD EXECUTIVES ranks 
high on the list of major problems 
facing many companies today. “The 
most important act of my entire busi- 
ness career,” says one company 
president, “will be the selection of 
my successor.” 

Simple replacement is only part of 
the problem. More and more able 
executives are needed as the manage- 
ment work load gets heavier and new 
positions are created. This means the 
executive market will be tight for 
years to come. 

Where will the management talent 
come from? And what can firms do 
to boost their batting average in pick- 
ing good executives? In an attempt 
to find the answers, the National 
Industrial Conference Board recently 
completed a two-year study based on 
the first-hand experiences of top com- 
panies throughout the country. 

While much has been written 
about executive development, the 
Conference Board found that little 
has been said about selection. Com- 
panies are apparently so busy train- 
ing their present managers that they 
give less emphasis to the problem of 
choosing the best employees to be 
trained. Thus, they seem to be put- 
ting the cart before the horse. 

The NICB survey included presi- 
dents of 62 large and small com- 
panies in all types of business. To 
obtain the most useful information, 
the Board queried only presidents of 
companies known to have good man- 
agement programs. 
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Executive Talent 


From their detailed answers to the 
survey, certain major points stand 
out. One healthy sign is that very 
few of them are satisfied with present 
methods of choosing managers in 
their own companies. “We've only 
made a start in this matter of select- 
ing executives. We wish we knew 
more,” is typical of many responses. 

Most are in agreement, however, 
that some definite plan is needed in 
selecting tomorrow's managers: Four 
out of five report being in favor of a 
planned program rather than letting 
nature take its course. But of these, 
very few claim their firms have 
adopted a systematic approach to 
executive selection. They recognize 
the problem but are not yet sure of 
the best way to tackle it. 

On the other side of the coin, 
some presidents are still in favor of 
letting “natural leaders” come to the 
top. Between these views are the com- 
ments of those who straddled the 
question. “A plan is needed that will 
implement the selection of natural 
leaders,” says one company head. An- 
other reports, “Natural leaders will 
rise for the top jobs. But a definite 
plan is needed to provide middle- 
management personnel. The top ex- 
ecutives will come from this latter 
group.” 

Of the methods actually used in 
most companies today to fill executive 
positions, promotion from within on 
the basis of performance is the most 
popular, in the opinion of the 62 
presidents polled. Others mentioned 
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were the use of consultants, pirating, 
nepotism, seniority, and politics. 

According to the report, the presi- 
dent seldom makes a selection by 
himself. In only 33 out of 200 selec- 
tions mentioned was the decision left 
up to the president or the president 
and only one other officer. More 
commonly, three or four persons par- 
ticipated, and sometimes as many as 
eight. In one case, no fewer than 20 
individuals were asked for their 
opinions. Merit ratings were consulted 
in 60 per cent of the cases; medical 
records in 40 per cent; and psycho- 
logical test scores in 13 per cent. 

Although many companies have 
no formal programs for improving 
the selection of executives, a number 
of advanced firms have: (1) drawn 
up job descriptions for executive po- 
sitions; (2) taken an inventory of 
the background and skills of their 
employees; (3) installed testing, rat- 
ing, and appraisal systems; and (4) 
set up employee development pro- 
grams. 

Almost all companies studied by 
the Conference Board have a policy 
of filling executive vacancies within 
their own company. Even when a 
systematic plan is lacking, firms pre- 
fer to choose their own people. A 
promotion-from-within policy builds 
company morale, and most firms 
would rather settle for one of their 
own employees than gamble on an 
outsider. 

But the better-managed firms are 
taking their promotion-from-within 
policy a step further to insure a num- 
ber of good candidates for every man- 
agement job. They are keeping per- 
sonnel inventories in much the same 
manner as they keep materials in- 
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ventories. Information about each 
employee is coded, punched on cards, 
and cross-indexed by age, sex, depart- 
ment, job level, training, skills, test 
scores and other important data. 
With this system, those employees 
qualified for executive openings can 
be quickly located. If the records 
don’t turn up worthwhile candidates, 
the company may then be forced to 
look outside. 

A selection plan preferred by some 
firms is the “progressive hurdles” 
type. Under this program, a prospec- 
tive manager is given a number of 
assignments or “hurdles” to overcome. 
If he makes good on the first test, 
he is advanced to more difficult ones. 
If not, he is rejected. Eventually, the 
most qualified reach the top. 

The “proving ground” method is 
another approach to picking future 
managers. Juniors are given “Assist- 
ant to” or “Acting Director” titles, 
placed on Junior Boards, assigned to 
committees, and urged to participate 
in civic affairs. In these situations, 
candidates have a chance to show 
their abilities. If they fail, not much 
harm has been done. But unless a 
man is held responsible for certain 
accomplishments during this period, 
there is no real test of his ability. 

Among the most advanced firms 
there is a marked similarity of ap- 
proach to the problem of executive 
selection. All see the need for ad- 
vanced planning. They also feel that 
executive selection will not be suc- 
cessful unless it is integrated into an 
over-all company plan for recruiting, 
selecting, training and developing em- 
ployees. 

= THe Iron AGE, 
June 27, 1957, p. 70:6. 
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Nine Tips on Being a Good Listener 


AN INCREASING NUMBER of com- 
panies are becoming aware that 
listening skill can make an important 
difference in an employee’s or man- 
ager’s productivity on the job. Many 
firms have added courses in listening 
efficiency to their regular training 
programs. 

The importance of listening skill 
is demonstrated by the fact that 
white-collar ‘workers, on the average, 
devote at least 40 per cent of their 
work day to listening. Yet tests of 
listening comprehension have shown 
that, without training, most em- 
ployees listen at only 25 per cent ef- 
ficiency. 

A recent University of Minnesota 
study of the 100 best listeners and 
100 worst listeners in the univer- 
sity’s freshman class pinpointed nine 
ways in which listening skill can be 
improved: 

1. Find the area of interest. 
Whenever we wish to listen efficient- 
ly, we ought to say to ourselves: 
“What's he saying that I can use? 
What worthwhile ideas has he? Is 
he reporting any workable proced- 
ures?” With such questions we can 
screen what we are hearing and sort 
out the elements of personal value. 
G. K. Chesterton spoke wisely when 
he said, “There is no such thing as 
an uninteresting subject; there are 
only uninterested people.” 

2. Judge content, not delivery. 
Many listeners alibi inattention to a 
speaker by thinking to themselves: 
“What an awful voice! Will he ever 
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stop reading from his notes?” The 
good listener reacts differently. He 
says to himself: “I’m not interested 
in the speaker's personality or 
delivery. I want to find out what he 
knows. Does he know some things 
that I need to know?” 

3. Hold your fire. A good listener 
does not get too excited about a 
speaker's point until he is certain 
he thoroughly understands it. The 
listener who gets overexcited because 
the speaker is saying something that 
goes against his grain will become 
preoccupied with formulating _ his 
answer. As a result, he fails to hear 
the rest of the speaker’s words. 

4. Listen for ideas. Good listeners 
tend to recognize the characteristic 
language in which central ideas are 
usually stated, and they are able to 
discriminate between fact and princi- 
ple, idea and example, evidence and 
argument. Poor listeners are inclined 
to listen for the facts in every 
presentation. For example, a poor 
listener may hear fact A and begin 
a memory exercise by repeating fact 
A several times to himself.; Mean- 
while, the speaker has gone on to 
fact B. Now the listener has two 
facts to memorize. He’s so busy do- 
ing it that he misses fact C complete- 
ly. In the end, he has caught a few 
facts, garbled several others, and 
completely missed the rest. 

It is a significant fact that only 
about 25 per cent of persons listen- 
ing to a formal talk are able to grasp 
the speaker’s central idea. This skill 
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can be developed by learning to 
recognize conventional organizational 
patterns, transitional language, and 
the speaker’s use of recapitulation. 

5. Be flexible. The University of 
Minnesota study showed that the 
100 poorest listeners think note- 
taking and outlining are synonymous. 
They believe there is but one way 
to take notes—by making an outline. 
However, less than half of even 
formal speeches are carefully or- 
ganized, and there are few things 
more frustrating than trying to out- 
line an unorganized speech. 

The 100 best listeners in the study 
had apparently learned that to be 
efficient note-takers they had to have 
more than one system of taking 
notes. They equipped themselves 
with four or five systems, and learned 
to fit them to the organizational 
pattern, or lack of one, in each 
talk they heard. 

6. Work at listening. One of the 
most striking characteristics of poor 
listeners is their disinclination to 
expend any energy in a listening 
situation. Listening is hard work. 
The overrelaxed listener, while ap- 
pearing to be attentive, is usually 
off on mental tangents of his own. 

One of the best investments a 
listener can make is to give the 
speaker his conscious attention. He 
ought to establish eye contact and 
maintain it to indicate by posture 
and facial expression that the 
speaker's words are a matter of con- 
cern to him. Such attentiveness helps 
the speaker express himself more 
clearly, and the listener in turn pro- 
fits by better understanding of the 
speaker's points. 

7. Exercise your mind. The poor 





listener is inexperienced in hearing 
difficult, expository material. He has 
for years painstakingly sought light, 
easily assimilated material. The prob- 
lem he creates is deeply significant, 
because such a person is a poor 
producer in his job. 

8. Keep your mind open. We all 
have psychological deaf spots which 
impair our ability to perceive and 
understand. Certain words immedi- 
ately make us see red, and we close 
our mind to the rest of the speaker's 
words. When such emotional deaf- 
ness occurs, communication effective- 
ness drops rapidly to zero. Good 
listeners try to identify and to 
rationalize the words or phrases 
which upset them emotionally. 

9. Capitalize on thought speed. 
Most persons talk at a speed of about 
125 words per minute. There is 
sound evidence that most of us think 
at many times that rate. It is dif- 
ficult—almost painful—to try to 
slow down our thinking speed. Thus, 
we normally have plenty of thinking 
time to spare when a person talks to 
us. 

The good listener constantly ap- 
plies his spare thinking time to what 
is being said. It is not difficult once 
one has a definite pattern of thought 
to follow. To develop such a pattern 
one should: 

1. Try to determine the direction 
in which the speaker is heading. On 
the basis of what he’s already said, 
ask yourself: “What's he trying to 
get at? What point is he going to 
make?” 

-2. Mentally summarize what the 
person has been saying. What points 
has he made so far? 

3. Weigh the speaker's evidence 
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by mentally questioning it. As he 
presents facts, illustrative stories, 
and statistics, continually ask your- 
self: “Are they accurate? Do they 
come from an unprejudiced source? 
Am I getting the full picture, or is 
he telling me only what will prove 
his point?” 

4. Listen between the lines. The 


speaker doesn’t always put every- 
thing he means into words. The 
changing tone and volume of his 
voice may be significant. So may 
his facial expressions, the gestures 
he makes with his hands, and the 
movement of his body. 


# Ralph G. Nichols. Nation’s 
Business, July, 1957, p. 56:4. 


Corporate Giving to Health Agencies: A Survey 


NEARLY ALL BUSINESS FIRMS are supporting national health agencies 
through direct or indirect contributions, but there is a general lack of 
fixed policy in determining what agencies to support or how much to give. 
These are the chief findings of a survey of 158 companies of all types 
and sizes recently completed by the national Better Business Bureau. 

Of the companies participating in the survey, 89 per cent reported that 
they had made contributions directly to national health agencies during 
the past year or so, and 91 per cent said they had made indirect contribu- 
tions through United Funds, Community Chests, or in some other way. 
Direct contributions, aside from those to the Red Cross, were relatively 
modest, totaling $104,775. Direct contributions to the Red Cross totaled 
$1,878,477. Much larger contributions were made indirectly, totaling 
$3,032,070, including $2,510,089 to the Red Cross. 

An interesting development in corporate giving to health agencies is 
the substantial increase in the average number of agencies supported per 
company. Since 1950, that number has risen from around four to around 


seven agencies per company. 


The study disclosed that corporations generally have no standardized or 
widely accepted criteria for determining what agencies should receive 
contributions. Effectiveness of the agency’s over-all program was given 
as an important factor by 54 per cent of those who made direct contribu- 
tions. The personal interest of a company executive in a particular drive 
was mentioned by 27 per cent, and 25 per cent cited “efficient administra- 


tion” as a yardstick. 


AMA INSURANCE CONFERENCE 
The AMA Insurance Conference will be held Wednesday 


House, Chicago. 
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through Friday, November 13-15 inclusive, at the Palmer 
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AvruoucH all U.S. business is at- 
tuned to the law of supply and de- 
mand, nowhere does the law operate 
with such sensitivity and such facile 
elasticity as in the wonderland of the 
service industries. Demands for a 
bewildering variety of services mul- 
tiply by the month—and the services 
multiply apace to keep up with the 
consumer. 

They keep him alive and out of 
jail, they counsel, beautify, entertain, 
and dissect him; they heat, light, 
paint, repair, launder, and fumigate 
his belongings; they staff, publicize, 
and swab down his business, make 
his life easier and more expensive by 
relieving him of innumerable chores, 
and eventually bury him. 

From psychiatrists and charwomen 
in Manhattan skyscrapers to tree 
surgeons and chair rental firms in 
Seattle, the many-splendored galaxy 
of services is something that only an 
economic statistician can comprehend 
with a single glance. It is also the 
fastest-growing segment of the U.S. 
economy. 

Since 1948, consumer spending for 
services has risen 74.3 per cent, al- 
most twice the increase in spending 
for goods and considerably above the 
53 per cent increase in disposable 
income. 

What's behind this tremendous up- 
surge—this “do-it-for-me” boom which 
has flourished despite labor-saving de- 
vices, “do-it-yourself” movements, and 
all other potential roadblocks? One 
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The Do-It-For-Me Boom 





obvious factor is higher income, which 
lets more people send out their laun- 
dry, get themselves (or their dogs) 
beautified, or book tickets on round- 
the-world cruises. 

Burgeoning consumer markets have 
encouraged people to go into business 
for themselves—many of them on a 
shoestring and the vast majority of 
them with a service instead of a 
product to sell (the overhead require- 
ments for many service businesses 
are little more than a telephone, a 
rented office, and a sharp eye for 
opportunities ). 

The service boom in general, most 
economists think, is simply the in- 
evitable reaction to the rise in living 
standards; the fact is that there is 
no surer sign of a nation’s material 
wealth than its growing stress on non- 
material things. 

“We're getting into a rebudgeting 
process in consumer spending,” says 
Martin Gainsborough, chief economist 
of the National Industrial Conference 
Board. The shift, Gainsborough ex- 
plains, is away from the era of post- 
war “readjustment,” when consumers 
were busy accumulating cars, labor- 
saving appliances, and other goods, to 
a new era in which relatively more 
of their spending goes to keep up the 
plentiful stock of goods they now 
own and to enjoy their expanded 
leisure time. 

The consumer still spends a smaller 
portion (37 per cent) of his income 
on services than he did in the boom- 
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ing 1920’s (when the figure hit 38.6 
per cent). But the emphasis has 
changed. 

Since World War II, the big gains 
among the service industries have 
been medical care (up 158 per cent 
to $10.2 billion), recreation (up 80 
per cent to more than $5 billion), 
and private education and research 
(up 200 per cent to $3 billion). 
Shifting, broadening consumer de- 
mands have cut into some service 
industries, but have created others 
that have more than filled the gaps. 
Among the biggest service fields are: 

Housing and household operation: 
Consumers today spend well over $30 
billion on housing annually vs. $12 
billion ten years ago. On top of this 
is the spate of utility, repair, clean- 
ing, refurbishing, and rental services 
which have fed on the housing boom 
and are now a $15 billion industry 
in themselves. 

Automobile services: The automo- 
bile, as a sort of do-it-yourself vehicle, 
has been mainly responsible for 
stunting the growth of many services, 
from public transportation to black- 
smith shops. But the auto has vastly 
increased over-all service spending by 
supporting a complex of auto-repair, 
car-washing, parking, car-rental, and 
other service businesses whose share 
of consumer spending has tripled to 
more than $3 billion in the past 
ten years. 

Clothing and personal care: Laun- 
dries, dry cleaners, shoemakers, bar- 
bers, and beauty shops now claim a 
more than $5 billion slice of con- 
sumer spending for services, up 75 
per cent in the past decade. 

Recreation: While some services 
aim to increase the consumer’s leisure 
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time, others aim to reap the benefits. 
Spending on participant sports, from 
greens fees to money for private fly- 
ing instruction, has jumped from 
$284 million to $631 million in a 
decade; admissions to legitimate 
theaters and opera have grown from 
$148 million to $221 million. 

Business services: Although most 
services deal directly with the con- 
sumer, some are as remote from the 
grass roots as a Madison Avenue 
brainstorm session. While the num- 
ber of production workers in U.S. 
industry declined by 100,000 last 
year, 250,000 more maintenance, 
clerical, and other service workers 
were added to the payrolls. Outside 
service firms, from management con- 
sultants to telephone answering serv- 
ices and contract cleaners, have 
sprung up in great numbers. 

How important to the economy is 
this vast spending for services? At 
first glance, the service industries 
seem to be the least substantial seg- 
ment of U.S. business — the area 
where consumers would cut back 
their buying first in case of a reces- 
sion. Yet for all the obvious frills of 
the poodle-clipping or dancing-lesson 
variety, the services as a whole are 
actually tougher and less vulnerable 
to slumps than the rest of the econ- 
omy. 

“If the economy slows down, you 
don’t cut off the telephone or turn 
off the lights,” points out Louis Para- 
diso, chief Commerce Department 
statistician. “As a matter of fact, if 
things get tough, you’re more likely 
to have your old shoes resoled, in- 
stead of buying a new pair.” 

= Sanford Brown. NEWSWEEK, 
April 8, 1957, p. 89:2. 
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ALSO RECOMMENDED 


Brief Summaries of Other Timely Articles 


GENERAL 


CREEPING INFLATION. First National 
City Bank Monthly Letter (55 Wall 
Street, New York, N.Y.), July, 1957. 
Gratis. Although a number of authori- 
ties consider creeping inflation a prefer- 
able alternative to unemployment or 
direct controls on wages and . prices, 
others maintain that inflation is harm- 
ing the economy by distorting saving 
habits, upsetting the balance of the 
money market, adding to the tax burden, 
and making impossible the orderly for- 
ward planning necessary for sound 
economic development. This article 
analyzes the opposing points of view 
and concludes that the longer inflation 
is allowed to run on, the more painful 
the aftermath is likely to be in terms of 
deflation and unemployment. 


FAITH IN A CREATIVE SOCIETY. By 
Abrami T. Collier. Harvard Business 
Review (Soldiers Field, Boston 63, 
Mass.), May-June, 1957. $2.00. AI- 
though man is much closer to being 
able to provide for all his material 
needs today than ever before, the author 
believes that our modern democratic 
industrial society is not filling our 
deepest spiritual needs. This thought- 
ful discussion of the real goals and 
motives of American businessmen sug- 
gests that business is primarily an 
attempt to fulfill the spiritual signifi- 
cance of the individual and of the 
society of which he is a part. 


EQUITY IN THE INTERNAL REVENUE 
CODE. By J. P. Godert. Taxes (4025 
West Peterson Avenue, Chicago 30, 
Ill.), July, 1957. 75 cents. Although 
the Internal Revenue Code of 1954 was 
intended to remove inequities and close 
loopholes in the tax system, the author 
maintains that the present law is still 
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subject to a substantial amount of justi- 
fiable criticism. Citing such inequities 
as tax-free or tax-deferred fringe bene- 
fits, preferential tax treatment for cer- 
tain industries, and nontaxable gifts to 
charity that result in a net gain to the 
giver, the author urges a comprehensive 
review of the entire system by an in- 
dependent commission that will recom- 
mend a fair and equitable tax statute. 


DESIRE OUT FROM UNDER THE ELMS. 
By Russell Lynes. Harper’s Magazine 
(49 East 33 Street, New York 16, 
N.Y.), July, 1957. 50 cents. Basing his 
conclusions on a survey of the financial, 
occupational and social status of 450 
Yale graduates of the class of 1932, the 
author comes up with some interesting 
insights into the changes in America’s 
class system. Though most of the gradu- 
ates are financially successful, he notes, 
the power that they might have wielded 
in another time has been taken over by 
the organization, where the real class 
structure of America is now to be found. 


ATOMIC ENERGY: ECONOMIC AND 
LEGAL PROBLEMS. By Maurice C. 
Mackey, Jr. Wester» Business Review 
(1445 Cleveland Place, Denver 2, 
Colo.), August, 1957. $1.00. Although 
the government is encouraging private 
enterprise to participate in the develop- 
ment of atomic energy for peaceful uses, 
says the author, the many complicated 
factors involved indicate that a clear-cut 
pattern of government-industry relation- 
ships in the field will emerge only after 
a slow and perhaps painful period of 
adjustment. He discusses some of the 
problems still unsettled, such as (1) 
the nature and extent of government 
subsidies, (2) lack of a suitable plan 
for insurance of atomic energy projects, 
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and (3) political questions such as the 
issue of public power versus private 
power. 


A MANAGER APPRAISES OPERATIONS 
RESEARCH. By R. A. Norman. The 
Journal of Industrial Engineering (225 
North Avenue, N.W., Atlanta 10, Ga.), 
May-June, 1957. $1.50. As business 
systems grow more complex, the use of 
“operations synthesis” to determine how 
company functions interact and con- 
tribute to the total result becomes in- 
creasingly necessary, says the author. 
Using the example of a television tube 
manufacturer, he shows how the de- 
velopment of a “model” of the business 


can provide management with a compre- 
hensive guide to making major decisions 
and exerting precise control of company 
operations. 


WHERE YOUR MONEY WILL GO. By 
Harold H. Martin. The Saturday Eve- 
ning Post (Independence Square, Phila- 
delphia 5, Penna.), July 27, 1957. 15 
cents. Economic psychologists have 
been busily trying to learn more about 
the hopes and expectations of U.S. con- 
sumers and how they affect the busi- 
ness cycle. This article discusses’ some 
of the recent dramatic shifts in con- 
sumer attitudes that have helped to keep 
the postwar boom rolling. 


INDUSTRIAL RELATIONS 


HOW INDUSTRIAL RELATIONS CON- 
TRIBUTES TO MODERN SOCIETY. By 
Orme W. Phelps. Labor Law Journal 
(4025 West Peterson Avenue, Chicago 
30, Ill.), June, 1957. $1.00. The 
transfer of key personnel functions from 
line officers to staff specialists is the 
most significant current development in 
industrial relations, and the author be- 
lieves that this shift of responsibilities 
and decisions will inevitably continue. 
This look at the industrial relations field 
today discusses the implications of this 
development, the present function of 
arbitration, and present and prospective 
effects of the “structuring” of the labor 
market. 


WHERE ARE WE HEADED IN PRIVATE 
EMPLOYEE BENEFIT PLANNING? By 
Meyer M. Goldstein. Pension Planning 
Company (625 Madison Avenue, New 
York 22, N.Y.). Gratis. Collective bar- 
gaining, which has been responsible for 
much of the phenomenal growth of 
pension and group insurance plans, will 
have an even greater influence in com- 
ing years, says the author of this evalu- 
ation of the future of employee benefit 
plans. In addition, he foresees continu- 
ing tax advantages that will foster the 
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further growth of benefit plans, the 
possibility of tax exemption for em- 
ployee contributions, and a continuing 
trend toward mass buying, as opposed 
to the purchase by individuals of their 
own policies. 


ARBITRATION OF DISCHARGES AND 
THE REINSTATED WORKER. By Arthur 
M. Ross and J. Fred -Holly. Monthly 
Labor Review (Superintendent of Docu- 
ments, U.S. Government Printing Office, 
Washington 25, D.C.), Jume, 1957. 55 
cents. The first of these two studies 
analyzes 207 employee discharge cases 
in terms of relative frequency of differ- 
ent types of discharges, the grounds on 
which the arbitrators made their awards, 
and the subsequent job performance of 
workers who were reinstated. The second 
study evaluates the criteria used in 
arbitrating 1,055 discharge cases of 
various types ranging from absenteeism 
to insubordination. 


YARDSTICK FOR HUMAN RELATIONS 
TRAINING. By Irving R. Weschler, 
Robert Tannenbaum, and John H. 
Zenger. Institute of Industrial Rela- 
tions (University of California, Los 
Angeles 24, Calif.). Gratis. Several re- 
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cent research studies have thrown con- 
siderable doubt on the effectiveness of 
some of the many human relations 
training programs being sponsored by 
management, report the authors. In 





this booklet, they describe the objectives 
of their own approach, some of the 
problems and techniques involved, and 
the relative effectiveness of various 
evaluation methods. 


OFFICE MANAGEMENT 


WHY WHITE COLLAR WORKERS CAN’T 
BE ORGANIZED. Anonymous. Harper’s 
Magazine (49 East 33 Street, New York 
16, N.Y.), August, 1957. 50 cents. 
Written by a union organizer recently 
assigned to the white-collar drive, this 
article argues that the drive will never 
succeed unless the labor movement 
makes radical changes in its leaders, 
methods, and assumptions about human 
behavior. The author points out that 
white-collar workers think differently 
from blue-collar workers about their 
jobs and their status, and that they tend 
to consider unionism crude and beneath 
their dignity. 


THE HUMAN SIDE OF ELECTRONICS. By 
Wesley S. Bagby. Office Executive 
(1927 Old York Road, Willow Grove, 
Penna. ), August, 1957. 50 cents. The 
author of this article describes how one 
company (Pacific Mutual Life Insur- 
ance Co.) avoided many of the per- 
sonnel problems usually accompanying 


an EDP installation by assuring em- 
ployees that (1) any jobs eliminated by 
the system would be repetitive, monoto- 
nous tasks; (2) each employee would 
have a chance to qualify for the up- 
graded jobs that would be created; and 
(3) any displaced employees would be 
relocated within the company at no re- 
duction in salary. 


ELECTRONIC INVENTORY CONTROL AT 
CHRYSLER. By John D. M. White. 
American Business (4660 Ravenswood 
Avenue, Chicago 40, IIl.), August, 
1957. 50 cents. This case study of a 
computer installation at the MoPar 
Division of Chrysler Corp. describes the 
use of electronic equipment to control 
a huge inventory of 85,000 separate 
items. The author observes that, in 
addition to effecting a tremendous sav- 
ing of time and increasing efficiency, 
the installation has resulted in a rig- 
orous housecleaning of the company’s 
systems and procedures. 


PRODUCTION MANAGEMENT 


HOW TO PINPOINT PRODUCTION OP- 
ERATIONS. By Spencer A. Tucker. 
American Machinist (330 West 42 
Street, New York 36, N.Y.), July 1, 
1957. 75 cents. Although production 
control ratios are invaluable in pointing 
up weak spots in manufacturing opera- 
tions, the busy executive cannot take 
the time to study a large number of 
individual ratios, says the author. After 
describing a set of eight composite ratios 
that can show a manager the state of 
production health at a glance, he cites 
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a company case history to illustrate how 
the use of these controls can result in 
greater productivity and higher profits. 


MAKING FEASIBILITY STUDIES FOR 
AUTOMATION. By E. Ralph Sims, Jr. 
Automation (Penton Building, Cleve- 
land 13, Ohio), June, 1957. $1.00. 
Without a well-planned and thorough 
analysis, it is difficult to make any sound 
decision on the economic feasibility of 
applying automation to a production 
process, says the author. Using the case 
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history of an acoustic tile manufacturer, 
he describes the important steps in 
making a feasibility study, including 
(1) appraising over-all objectives; (2) 
collecting and analyzing operating data; 
(3) developing requirements for auto- 
mation equipment, packaging and han- 
dling, and plant layout; and (4) con- 
verting cost data into unit production 
costs. 


“WE CUT PURCHASING COSTS 3 
WAYS.” Purchasing (205 East 42 
Street, New York 17, N.Y.), June, 
1957. $1.00. By utilizing a cost spe- 
cialist, gaining supplier cooperation, and 
tightening up administrative procedures, 
one medium-sized company (Purolator 
Products, Rahway, N.J.) has improved 
its buying and lowered costs without 
having to enlarge its purchasing depart- 
ment. In this article, outstanding fea- 
tures of the Purolator purchasing pro- 
gram are described, including (1) 
monthly meetings of the suppliers with 
buyers, methods engineers, and R & D 
personnel; (2) use of stenographers to 
relieve buyers of time-consuming detail; 
and (3) a carefully planned program 
of reducing inventories with the co- 
operation of vendors. 


MARKETING 


SURVEY OF INDUSTRIAL BUYING 
POWER. Sales Management (1212 
Chestnut Street, Philadelphia 12, 
Penna.), July 10, 1957. $1.00. This 
comprehensive survey is intended to 
help pinpoint the plants that constitute 
the market for the entire range of in- 
dustrial commodities. Included are a 
section on how to use the government's 
Standard Industrial Classification system 
as an aid in selling to industry; check 
points for screening both factual data 
and intangible considerations when sc- 
lecting a new plant location; and basic 
data on plants, employment, and sales 
for many manufacturing and service 
industry groups. 
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SAFETY IS NO ACCIDENT. By Ron 
Kenyon. Canadian Business (524 Board 
of Trade Bldg., Montreal, Canada), 
July, 1957. 50 cents. A comprehensive, 
carefully planned safety program, start- 
ing with the actual design of the plant, 
has achieved a record of 1.8 million 
work-hours without a single lost-time 
accident for Ford Motor Company of 
Canada, Limited (Oakville, Ontario), 
reports the author. He describes some 
of the features of the program, includ- 
ing (1) training programs and encour- 
agement in the use of safety measures; 
(2) proper maintenance of equipment 
and provision of effective guards; (3) 
good lighting and services; (4) regular 
safety meetings for foremen; and (5) 
participation of top management. 


100-PLUS WAYS TO CUT COSTS. Mill 
& Factory (205 East 42 Street, New 
York 17, N.Y.), June, 1957. Reprints 
50 cents. A collection of specific ex- 
amples of how companies are cutting 
production costs and increasing output 
through the use of modern tools and 
equipment. The brief case histories are 
classified under four headings: produc- 
tion, maintenance, materials handling, 
and power drives. Photographs. 


MANAGEMENT 


PREMIUM USE AND SUPPLY. By Arnold 
Corbin. Premium Advertising Associa- 
tion of America, Inc. (608 Fifth 
Avenue, New York, N.Y.). $1.00. This 
comprehensive survey represents the first 
over-all view of the role played by 
premiums as a modern marketing tool. 
Extensive data are presented on types of 
premium offers used by retailers and 
manufacturers, administration of pre- 
mium activities, amounts spent on per- 
miums, methods of supplying premiums, 
and the use of premium shows. 


AS NONFOODS CROWD INTO SUPERS. 
By William Black. Printers’ Ink (205 
East 42 Street, New York 17, N.Y.), 
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June 28, 1957. 25 cents. A retailing 
revolution of immediate importance to 
manufacturers of consumer goods is 
rapidly gaining momentum as more and 
more nonfood products stream across 
supermarket checkout counters, says the 
author, pointing out that the median 
number of nonfood items carried by the 
average supermarket chain has almost 
tripled in the past three years. After 
analyzing the factors behind the trend, 
he describes the various methods of 
distribution being used and lists the 
types of products likely to be good super- 
market sellers—those that meet such 
requirements as wide popular appeal, 
relatively short life, susceptibility to 
impulse buying, and minimum need for 
assembly and service. 





LET’S TAKE A LOOK AT THE PITFALLS 
IN DIVERSIFICATION! By Walter M. 
Harks. Sales Management (386 Fourth 
Avenue, New York 16, N.Y.), July 19, 
1957. 50 cents. The ease with which 
cost-saving consolidation of manpower 
is accomplished in the higher echelons 
of diversified companies may easily lead 
to the fallacy that consolidations all 
down the line are equally feasible, says 
the author. He points out the hazards 
of having the same salesman handle 
diversified lines and assigning the de- 
velopment work on unrelated products 
to a single research laboratory, and sug- 
gests that companies with diversified 
products should make their subsidiaries 
as autonomous as possible at the operat- 
ing level. 


FINANCIAL MANAGEMENT 


WHERE TO GET A TAX BREAK. Business 
Week (330 West 42 Street, New York 
36, N.Y.), July 13, 1957. 25 cents. 
Much of the disparity in the costs of 
doing business in different parts of the 
country is due to the wide variation in 
state and local taxes. As a+ guide for 
companies planning to move or expand 
to a new area, this comprehensive table 
compares taxes in different states in the 
categories of state tax revenue per 
capita, local tax revenue per capita, 
corporate income tax, sales and _ use 
taxes, franchise taxes on out-of-state 
firms, and unemployment compensation 
taxes. 


NATIONAL INCOME AND PRODUCT OF 
THE UNITED STATES, 1956. Survey of 
Current Business (Superintendent of 
Documerts, United States Government 
Printing Office, Washington 25, D.C.), 
July, 1957. 30 cents. In addition to 
presenting detailed statistics on various 
aspects of national income and product 
in 1956, this special feature offers com- 
parative figures for the years 1929-56 
on national income by distributive 
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shares; gross national product; personal 
income and disposition of income; and 
relation of gross national product, na- 
tional income, and personal income. 
Comparative figures for 1952-56 are 
given in many other categories, includ- 
ing corporate sales, by industry; per- 
sonal consumption expenditures, by type 
of product; and net change in business 
inventories. 


COMPARING PENSION COSTS. By 
Henry W. Otis. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), 
July-August, 1957. Reprints $1.00. 
Using a hypothetical company as an 
example, the author analyzes the cost 
factors involved in operating each of 
three different types of pension plans: 
the deferred group annuity plan, the 
deposit administration plan, and the 
trusteed plan. Although an insured plan 
is not necessarily more expensive than 
a trusteed plan, he concludes, it does 
require the employer to have consider- 
ably more money in the fund at all 
times and in addition lacks the flexibil- 
ity of the trusteed plan. Tables. 
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THEY TURN THE MONEY ON AND OFF. 
By Harold H. Martin. The Saturday 
Evening Post (Independence Square, 
Philadelphia 5, Penna.), July 20, 
1957. 15 cents. A_behind-the-scenes 
glimpse of “19 solemn gentlemen”— 
members of the Federal Reserve Board 





and presidents of its 12 banks—who 
have much to say about the nation’s 
money supply and how it should be con- 
trolled. This article describes the 
Board’s operating procedures and _ its 
powers, as well as the limitations on 
its ability to control inflationary forces. 


RESEARCH AND DEVELOPMENT 


RESEARCH: THRESHOLD TO THE FUTURE. 
Steel (Penton Building, Cleveland 13, 
Ohio), July 15, 1957. Reprints gratis. 
Pointing out that as much as 80 per 
cent of industry’s growth in the next 
three years will come from products not 
now in existence, this article offers tips 
on important aspects of the research 
activity, such as (1) integrating the 
research function with over-all company 
objectives; (2) anticipating customer 
needs and wants; (3) working out a 
realistic research budget; (4) adminis- 
tering research operations; and (5) 
using outside consultants. 


REPORT ON PRODUCT PLANNING. By 
Deborah Allen, Avrom Fleishman, and 
Jane Fiske Mitarachi. Industrial Design 
(18 East 50 Street, New York 22, 
N.Y.), June, 1957. $1.50. This special 
feature discusses the role of the product 


planner in achieving a smoother work- 
ing relationship between the creative- 
productive elements and _ distribution 
elements of a business in order to 
develop more salable products. In- 
cluded are articles on how various com- 
panies set up their product planning 
activities and the organizational prob- 
lems involved in the planning process. 


CONTROLLING RESEARCH AND DEVEL- 
OPMENT. By F. Guy Melanson. N.A.A. 
Bulletin (505 Park Avenue, New York 
22, N.Y.), August, 1957. 75 cents. 
Designed to facilitate the tailoring of 
R & D projects to a coordinated com- 
pany growth plan, the system of reports 
presented in this article covers R & D 
activities from the initial project author- 
ization request to monthly and weekly 
progress reports for use in project cost 
analysis. 


INSURANCE MANAGEMENT 


ATOMIC INSURANCE — THE INITIAL 
PHASE. By H. Clay Johnson. The In- 
surance Broker-Age (90 John Street, 
New York 38, N.Y.), July, 1957. 15 
cents. To help insurance companies 
cover the huge liabilities that would be 
incurred in the event of a catastrophic 
nuclear accident, the government is 
proposing to supplement private insur- 
ance with indemnification up to $500 
million, reports the author. He describes 
the types of private insurance available 
for operators of nuclear reactors and 
discusses legal problems that are likely 
to arise in dealing with liability claims. 
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THE NEWEST OF THE NEW. By Howard 
J. Bleser. Best’s Insurance News (75 
Fulton Street, New York 38, N.Y.), 
July, 1957. 50 cents. The same basic 
concept that applies to comprehensive 
dwelling policies has now been extended 
to apply to insurance coverages in both 
retail and wholesale mercantile classifi- 
cations, the author reports. In_ this 
article, he describes the coverages and 
provisions of the commercial property 
policy, which he describes as the first 
all-risks policy available—in most parts 
of the country—to almost every type of 
merchant on a uniform basis. 
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Ulcers—Once Removed 


A recent health study shows that, although executives are 
no more afflicted with ulcers and such ailments than lower- 
rung employees, their emotional problems affect others. 

—News item. 
We're always glad to know what gives, 
And now it seems executives 
Are every bit as hale and sound 
As those they daily boss around, 
And even ulcerous conditions 


Are not confined to high positions. 


It seems, and this we think outrageous, 
The head man’s troubles are contagious. 
Are income tax men on the pry? 

Are stocks below their ten-year high? 
Do clients, in complaining bunches, 


Bedevil him at business lunches? 


If so, and if the fellow’s nerves 

Are full of tangles, knots, and curves, 
The tension spreads as do diseases 
Transferred by germy coughs and sneezes, 
And underlings, without a buffer, 


Get ulcers they're not paid to suffer. 


—RicHARD ARMOUR 
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The Man in the Front Office 

(Continued from page 8) 
respondents worked their way up through diversified jobs in mar- 
keting, production, and finance. One man in five made the climb in 
marketing (this trend is particularly marked among younger presi- 
dents); one in six through production; one in eight through finance. 
All other fields combined—engineering, general management, per- 
sonnel, product development—produced fewer than 15 per cent of 
the presidents. 


EDUCATION 


The group is well educated—not only above the general level, as 
might be expected, but even above the level of top executives in 
a previous large-scale study.* Eight men out of ten attended col- 
lege; seven graduated; two went on to graduate school. The younger 
the president, the greater the probability that he got to college; nine 
out of ten men under 40 attended for at least some time. But the 
proportion of college graduates is lower among these younger men, 
many of whose educations were interrupted by military service dur- 
ing World War II. 

Bachelor of Science degrees outnumber B.A.’s by 1% to 1, and 
despite all the admiration expressed by business men for the hu- 
manities, this trend to technology is strongest among the youngest 
presidents. The major subjects studied were overwhelmingly techni- 
cal: 97 majored in engineering and 17 in some branch of science 
(mainly chemistry), as compared with 48 in economics and 22 in 
the humanities. Nineteen men, most of them comparatively young, 
majored in business administration. 

For those who believe business success hinges on going to the 
“right” college there is small support in the list of schools attended 
by these presidents. Over 100 are named, of all kinds, in all loca- 
tions. A few do stand out—Yale, Princeton, Cornell, Harvard, 
University of Pennsylvania, University of Michigan, M.I.T.—but 
the majority went to less-known schools. 

Asked which of their college courses they find most valuable in 





*A study of 8,000 top executives by Warner and Abegglen (THE MAn- 
AGEMENT Review, February, 1956) showed 57 per cent were college 
graduates. 
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TABLE 4 
EDUCATION 
(LAST YEAR OF SCHOOL OR COLLEGE COMPLETED ) 


their work today, the respondents vote for economics (43), English, 
including business English, composition, and English literature 
(39), mathematics (24), engineering (23), psychology (20), 
accounting (17), and history (14). No other subject gets more 
than nine mentions. The reasons given for valuing these courses 
fall into three main categories: (1) “I can make practical use of 
it in my business;” (2) “It helps me in my relationships with other 
people;” (3) “It taught me how to analyze and deal more effectively 
with problems.” 

Three men out of five studied psychology, and most consider it 
a helpful subject—though a number feel that their college courses 
were too theoretical, and that they are getting more out of current 
reading and experience. Tops in enthusiasm is reached by a presi- 
dent who attributes his success to “having had Gardner Murphy as 
my psychology professor.” 

Despite their concentration on vocational subjects, most of the 
presidents now feel that the principal benefits of college were in 
the field of personal development rather than technical training. 
Seventy-nine men feel that their principal gain was learning how 
to think, analyze, and solve problems; 51 say it was learning how 
to get along with others. Only 39 find the main benefit in the spe- 
cific subjects taken or the profession they learned. Some of the 
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benefits were pretty special. One southerner feels that by going to 
a northern school he learned “the Yankee viewpoint.” Another ac- 
quired his wife and most of his friends at college. A few say frankly 
that the principal gain was getting a job by having the necessary 
degree or by “riding the coat-tails of the school’s prestige.” Compara- 
tively rare were answers like this from a drug company president: 
“Learning enough about art and literature so that I have been able 
to enjoy them ever since.” 

Asked what kind of academic preparation they would recommend 
to a young man seeking an executive career, one-third of the presi- 
dents (96) advise a straight liberal arts program; 44 advise liberal 
arts plus work in a graduate school of business. Next in order of 
mention are engineering plus a graduate business school (32); 
straight engineering (30) and business administration (25). One 
man’s prescription is for “A program to enable him to understand 
the general aspects of business, but with main emphasis placed on 
the ability to lead the many individuals who operate departments of 
a corporation.” Another president advises “the broadest preparation 
available, the objectives being to arouse interest in all types of 
knowledge and to develop habits of effective thinking.” 


EXECUTIVE DEVELOPMENT TRAINING 

Only one man in five has had training in a company executive 
development program; the proportion increases to one man in three 
among the younger presidents. Of the 74 men who have had such 
training, 45 have participated in courses or seminars of the American 
Management Association, 21 (some of them the same men) in 
intracompany programs, seven in university courses. One market 
research man confesses: “I buy these courses for other executives 
but am too busy to take them myself.” 


FAMILY MATTERS 


The company president is decidedly a family man: in the entire 
group of 335 respondents, there are only five bachelors. Of the 
remainder, 304 are married, 23 divorced, 3 are widowers. Their 
ages at marriage range from an adventurous 19 to a conservative 45, 
with a median of 25. The younger men married earlier and, what's 
more, they have already outstripped their elders in the matter of 
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progeny—three children on the average for men under 40, as 
compared with two for the group as a whole. 

Most of the men try to spend as much time as they can with 
their wives and children, but other concerns constantly creep in. 
Many do a great deal of traveling, and even when in town they 
work on an average 10 to 
15 hours beyond the com- 
pany’s normal work week. 
Besides that, there is time- 
consuming community and 
church work. The majority 
(176) manage to be with 
their families for 20 to 40 
waking hours per week, but 
69 men—many with young 
families—don’t do even 
that well. Some achieve 
“togetherness” by mixing 
business and family—like 
one man who does “a great 
deal of business entertain- 
ment at home . . . always 
with the family,” and another who always has dinner with his 
family “on the three nights a week I am home.” A third president 
occasionally takes one of his youngsters Caged 142 to 4 years) to the 
office of a Sunday; he also squeezes in a certain amount of com- 
panionship by having his wife drive him to the airport when he 
departs on business trips. 

It would be misleading, however, to present this as the total 
picture. Many men are able to reserve adequate time for their 
families. They plan recreation and hobbies in which the whole 
family participates. Vacations usually center around the family— 
even if Dad does have to spend some days combing through his 
briefcase. 





Business trips keep the boss on the 


move at least six weeks a year. 


IT ALL TAKES TIME 


Time—or rather the lack of time—appears to be one of the 
most pressing problems. Commuting is cut to a minimum—most 
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men live not more than 30 minutes from the job. But the majority 
spend six or more weeks a year traveling on business; three lunch- 
eons a week, on the average, are business luncheons; the briefcase 
travels home, typically, for five to ten hours’ work a week; and two 
men out of five conduct some business during their vacations. Yet 
with all this devotion to duty, the recurring lament is that there’s 
not enough time to get «ings done. 

It may be, of ce.:se, that for company presidents as for their 
subordingtes, long hours are not always conducive to accomplish- 
ment. There was a hint of 
this in a recent trial play 
of AMA’s Top Manage- 
ment Decision Game. This 
is the game in which com- 
pany executives make deci- 
sions to buy, sell, promote, 
manufacture, and so on, 
under simulated business 
conditions. Stimulated by 
the quick “profits they 
made during the day, the 
top management men at 
this trial run decided to 
hold a night session. The ; 
result was a “loss” of Presidential homework usually requires 
$1,937,000. five to ten hours a week. 

If the company president is a slave to his job, he’s a happy slave. 
He works long hours because he enjoys his work and feels that 
there’s no other way of doing it. 





OUTSIDE INTERESTS 


By and large, company presidents are not worn out by overwork. 
That shows up in their answers to the question: Aside from your 
work and family, please name your two main interests. The heaviest 
vote (154) goes to sports. Next come organizational work and 
civic service (70), reading (67), hobbies of the do-it-yourself 
variety, such as photography and carpentry (65), music—both 
listening and performing (57), gardening and farming (46), 
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church work (21). Thirteen men enjoy discussion of world affairs 
and philosophy, and smaller groups go in for the theater, for collect- 
ing, and for bird watching and nature study. 

Of these interests, the majority are active rather than passive, 
social rather than solitary. A fair number, such as do-it-yourself 
hobbies, organization work, art, and farming, involve the use of 
ingenuity and imagination. 

Among the other outside interests mentioned, bridge is by far 
the favorite card game, gin rummy second, poker a ppor third. 
Three men out of four watch some TV, giving it on the average 
half an hour to an hour a day. Two out of three listen to the radio 
(sometimes while driving to work) for about the same length of 
time. 

These activities apparently do not cut down the respondents’ 
sleeping hours, which are well within normal range: somewhere 
between six and eight hours for the majority. 


SPORTS 

Most of the company presidents participate actively in sports. 
Golf, played regularly if possible, is by long odds the favorite. 
Many men like to fish and hunt, many are swimmers, a good num- 
ber go boating and sailing, some play tennis—and these interests 
persist even among men over 60. 

Football is the best-liked spectator sport, baseball the runner-up. 
Others, such as hockey, basketball, boxing, and wrestling, receive 
only scattered mention. 


READING 

The average company president, it has been shown in a previous 
study,* must sit and read for over half of his working day. Un- 
dismayed, he spends another 1% to 3 hours a day in reading for 
relaxation. This time is distributed about equally among news- 
papers, magazines and books. 

Nonfiction and fiction are equally favored. Company presidents 
devour best-sellers and mystery stories. They also like historical 
novels, but few go in for other serious or “literary” fiction. 


*“How Much Is Too Much? The Burden of Executive Reading.” THE 
MANAGEMENT Review, January, 1957. 
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Their nonfiction reading leans heavily toward history and _ biog- 
raphy; they also investigate such social subjects as psychology, 
philosophy, and politics. Some men read books on sports, hobbies, 
and travel. Seven mention the Bible. One reads poetry. 

The news magazines and other mass media predominate in the 
magazine field. Some respondents like sports and hobby periodicals, 
and 30 read business magazines for relaxation! 


COMMUNITY AND CHURCH ACTIVITIES 


Although only a minority of company presidents consider com- 
munity or church activities as principal interests, nearly all of them 
devote substantial time to such activities. Eighty-three per cent give 
time to community organizations; 60 per cent give time to their 
churches. 

Young presidents tend to participate more freely than their elders, 
but the older men often hold more responsible jobs in the com- 
munity. Few respondents limit themselves to just one activity; 
a listing like “Chamber of Commerce, State Economy League, High 
School Board, Kiwanis, Junior Achievement, church building com- 
mittee” is typical. 

Fifty-one men hold governmental office in their city, their state, 
or the federal government. For the younger presidents, this usually 
means officership in local planning commissions or school boards. 
Among the older men there are a number who serve on national 
committees reporting to the President or to Cabinet officers. 

About half the respondents have seen military service—particu- 
larly the group under 40, who served in World War II, and those 
between 60 and 69, who are veterans of the First World War. 
Most were lieutenants or ensigns. Colonel is the highest army rank 
reached; commander, the highest navy rank. 


THE PRESIDENT AS CONSUMER 


The company president is not only a cooperative citizen, but also 
a substantial citizen. In nine cases out of ten he owns his own 
home, and often a country home as well. He owns usually two or 
more cars. Three men out of ten own boats—anything from an 
outboard motor or small sailboat to an ocean-going yacht. 

As an automobile buyer, the company president is not particularly 
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ostentatious, nor does he seem to feel the urge to trade in his car 
each year. A spot check of cars owned by both the oldest and 
youngest men discloses more economy than luxury models, more 
cars dating back one to four years than this year’s model. A pre- 
valent pattern is to have one fairly imposing, fairly new automobile 
plus another or others that are less expensive. 

Most men buy twe or three suits a year (incidentally, they are 
unusually self-reliant; only half ask their wives to buy them even 
such standard items as socks and shirts). Having bought the suits, 
they hang on to them—-the majority own 11 suits or more. The 
older the president is, the more suits he has accumulated, but even 
men under 40 are likely to have at least ten suits. 

Leisure wear is strictly informal; shirt and slacks are the rule. 
One nonconformist uses his spare time to wear “old clothes that 
my wife tries to throw away.” 

About one-fifth of the men are actively planning a major purchase 
in the next five years: a vacation home, a boat, a sports car. Fifteen 
will buy planes; one wants a helicopter for commuting. Farther 
afield are plans to buy a home abroad, an Arizona cattle ranch, 
a research laboratory and library. 


FOOD AND DRINK 

Should it become your responsibility to entertain a bevy of 
company presidents, your menu can be simple, if costly. Just pro- 
vide plenty of prime steak, properly prepared, and the vast majorty 
will be content. 

Steak is the overwhelming food preference of respondents. “Steak, 
steak, steak!” one man writes. Other good bets are roast beef, fried 
chicken, lobster. A fair-sized minority like fish. 

Preparing the food should be no chore; most of the men like 
things broiled or roasted. Only one out of five likes foreign cuisine, 
and even these preferences are widely distributed among Italian 
dishes, Chinese dishes, French dishes, and so on. Just five mention 
curry, and there are few votes for those good old economy standbys, 
hamburger, pot roast, and stew. 

What is spent on the steak may perhaps be saved on the hors 
d'oeuvres: Only one man wants caviar. Dessert can be simple, too. 
Few respondents emphasize it; those who do prefer ice cream, fruit, 


66 THE MANAGEMENT REVIEW 








ion 
whi 
adh 
nati 
beve 
that 
and 
that 


hard 
likel 


beer. 


men 











cheese, cake or pie. Not a single fancy dessert such as Peches 
Melba or Crepes Suzette is mentioned. 

Drink preferences are equally standardized. Among those who 
like hard liquor—and they're a five-to-one majority—Scotch and 
martinis are the outstanding favorites. 
Next comes bourbon; rye is third. 
Few fixings are needed; the majority 
take their drinks with soda, with 





water, or on the rocks. 

The martini has completely eclipsed 
all other mixed drinks; the old-fash- 
ioned, the gin-and-tonic, and the 











whiskey sour have comparatively few 








adherents. Perhaps indicative of a 
nationwide swing away from sweet 


beverages, only nine persons choose 








that former favorite, the Manhattan, us 


and some of these sternly specify 
“Upon what meat doth this 
our Caesar feed?” 


Provision must be made for the one man in six who won’t touch 


that it must be dry. 


hard liquor. He may settle for wine or beer, but he’s far more 
likely to be happy with a completely nonalcoholic drink. 

Only one-sixth of the respondents mention wine; still fewer name 
beer. And—alas for the memory of Diamond Jim Brady—only six 
men prefer champagne. 


VACATIONS AND TRAVEL 

The vast majority take vacations of at least two to four weeks 
a year; the few taking less than two weeks are far overbalanced by 
those who take more than four. These are mostly active vacations; 
the largest number (126) spend at least part of the time touring 
or traveling, often quite strenuously; 115 retire to a summer home 
or resort, 61 go hunting or fishing, 31 spend a substantial amount 
of time on their boats, 29 get in as much golf as possible. Only 27 
respondents emphasize resting or “loafing” as an important ingredient 
of the vacation. 

Whatever the vacation plan, it is usually built around the family, 
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and, for many men, it depends on what the wife and children want 
to do. Wives come along even on some fishing trips. A few presi- 
dents reserve part of the vacation for a trip with their wives, but 


without their children. 





Business is likely to 
intrude. In fact, the ever- 








present concern for busi- 
ness may be one reason for 
the popularity of traveling 
and touring vacations. Two 











men out of five conduct 
some business while away; 
though some of this is 
briefcase and dictaphone 
work, more of it is con- 
vention-going and customer 
visiting. Typical are re 
ports like: “Every hospital 

















Business is often mixed with pleasure —— something we make, 

on vacations. so on my touring I always 

make good-will visits to important hospitals,” or “YPO meeting for 
one week” or “visiting district sales offices.” 

Yet, unsatisfied with all this travel, the majority (172) have still 
more ambitious plans to be fulfilled within the next few years. Over 
100 will visit Europe; 33 want to see more of the United States; 
28 will visit Latin America and Mexico, 13 the Caribbean. Nine 
men plan to tour the world; a number are going to Africa, to 
Hawaii, to the Far East, the Middle East, the Near East, to Aus 
tralia, and to Alaska. Few mention Canada—probably because 
many have already been there. 


TIPPING 


Travel means tips. Are company presidents poor tippers, asa 
recent article in Newsweek charged? This survey would indicate 
that, though they might be considered conservative by New York 
standards, they're not stingy. The majority tip a bellboy 25 cents 
to $1.00, a waiter, a bartender, or a cab driver 10 to 15 per cent, 
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a hatcheck girl 25 cents, a pullman porter 50 cents to $1.00, a 
shoeshine boy a dime. Though older men are on the average more 
prosperous, they tend to tip about the same. 


WHAT PRESIDENTS WORRY ABOUT 


Most problems of presidents have to do with people. This is 
amply confirmed by the response to the question, “What is your 
most pressing personal problem in your day-to-day business relation- 
ships?” The vast bulk of these problems (aside from complaints 
about lack of time) concern dealings with people. 

Presidents worry over what they see as their own lack of patience 
or tact, and about their inability to make decisions directly affecting 
individuals. They worry also about lack of enthusiasm, ability, and 
responsibility in their subordinates. The main problem, one man 
says, is “finding people with ambition and the will to work.” 
But still more engrossing are the problems of relationships between 
people: communicating adequately with staff and board; delegation; 
teamwork; appraisal; developing successors in key jobs. 

Some conflict between age and youth is evident. A few younger 
men complain of obstruction from older men, those who putter 
around and “don’t contribute” and those who refuse to cooperate 
with the new regime. Yet some of the old hands are complaining, 
too—not of bumptious and brash young men, as might be expected, 
but of young men who lack initiative, who fail to accept respon- 
sibilities, who just don’t behave like executive timber. 

These problems are not, of course, insolvable. In fact, human 
relations problems are and must be solved every day. Asked to 
give examples, presidents come up with many stories. 

A steel company executive tells of the introduction of Negro 
white-collar employees into the general offices of the company. “In- 
tegration was bucked at first,” he says, “but is now working out 
quite well. We solved this by preselling, careful selection, and close 
supervision. Now the problem no longer exists.” 

The president of a manufacturing concern reports the case of 
his very able production vice president, who “recently approached 
anervous collapse through self-induced overwork” because he would 
not delegate his responsibilities. The vice president asked to resign 
rather than take a vacation, because he felt he had nobody to trust 
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with his job. The president refused to accept the resignation; he got 
his vice president to create the job of works manager, to advance a 
capable man to it, and to turn over to him a considerable share of 
responsibility. Result: the works manager qualified, the vice presi- 
dent was able to cut his own burden down to size, with no loss of 
morale to anyone concerned. 

A third president found two department heads constantly ob- 
structing each other; he got them together and listened while each 
explained his feeling that the other was poaching on his authority. 
The result was to clear away misunderstandings and restore morale. 

Not all difficulties can be solved that simply. The head of a 
manufacturing concern tried to achieve harmony by letting two 
angry men talk things out, but repeated efforts failed and one man 
had to be fired. 

A tough problem was faced by a new president with “the man 
who had hoped to get my job. I left him pretty much alone until 
he was ready to approach me; I offered praise whenever I honestly 
could; I encouraged when the opportunity arose. It was a long pull, 
but he is now a willing associate.” 

And here’s another useful solution of a fairly common situation: 
“When I have a difficult problem involving a key executive I turn 
over to him the investigation and recommendations. Then it be- 
comes his idea, and he studies the merits from that point of view.” 


BUSINESS PHILOSOPHY 

Respondents were asked what philosophy, if any, guides them in 
their business dealings. The majority state some such philosophy, 
and their beliefs fall for the most part into several clear categories. 

The most frequently cited ideal is that of honesty and fairness. 
It is exemplified in such statements as: “Play your cards on top of 
the table and hope the other fellow does the same.” “Be honest, 
be as fair and as frank as possible; let people know how they stand.” 
“Be fair—but look out for my company’s interest first.” 

Next in appeal is the Golden Rule, referred to in various forms 
by 68 men. The fullest statement comes from the head of a lumber 
company : 

“Rigorously follow the principles stated in the Golden Rule in 
my entire business dealings; never enter into a business transaction 
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when both parties to the transaction are not rewarded in the form 
of a return or some other worthwhile need is satisfied; keep one’s 
mind completely clear and free from prejudice, bitterness, or any 
form of ill will toward any other human being.” 

Many men simply say: “The Golden Rule.” Others add a touch 
of skepticism: “I try to abide by the Golden Rule; however, I don’t 
turn the other cheek.” Or: “Do unto others, etc., but if they do not, 
keep the guard up.” 

Ten men go still farther, stating that they try to conduct their 
business dealings with the love, compassion, and concern for others 
expressed in religious and ethical concepts of brotherhood. One man 
says: “Basic Christian principles as taught in the Bible are applicable 
in all business dealings.” 

Not all respondents, however, discuss ethics. Many of them 
quote principles of good management, that is, of proper relation- 
ships with people, as their guiding philosophy. This is expressed 
variously as teamwork, guidance, delegation, consultation, develop- 
ment of others, faith in others. 

For example, “If you have faith in people they will have faith 
in you and you will get results.” Or: “Build men, and the business 
will succeed. Do not strive for money alone—people make a busi- 
ness, not money.” 

These are the philosophies stated by the largest segments of 
respondents. Other approaches mentioned by smaller groups are 
long-range planning; work, patience, perseverance; objectivity; ad- 
mitting and learning from one’s mistakes; having the faith to take 
a chance. 


WAS IT WORTH WHILE? 


By and large, company presidents seem satisfied with their choice 
of careers. Asked what field they would aim for if they were starting 
over, 188 men choose the same career; 36 more would still go into 
business, but in different fields (especially marketing, banking and 
finance, and manufacturing). Fifty-five men would, if they were 
starting over, aim for professions—primarily engineering, law, and 
medicine. Three would like to have been diplomats; two would now 
choose the ministry. (One man said he’d like to start over in 
“insurance or theology.” 
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The over-all sense of satisfaction was tested by two further 
questions: “Is there one thing you have never done and would like 
to do?” and “What careers would you like to see your sons follow?” 

Of the 335 respondents, only 202 state any unfulfilled ambition 
and of these, it is interesting to note, only four refer to a business 
goal. Eighty-one men want to travel, especially by sea; as a 38- 
year-old midwesterner puts it: “Sail a boat to strange places.” 
Many dreams are holdovers: “I loved football but was too skinny 
and slow to make the team,” or: “Be a drummer in a jazz band.” 

Several respondents would like to write something and get it 
published. One man (he may make it) wants to be President ot 
the United States, and another wants to fly to the moon. A south- 
erner confides: “There are several things I have done that I wish 
I hadn't.” A suburbanite laments: “There are not enough -hours in 
ten lifetimes for the things I would like to do that I have never 
done.” 

But for contrast, there are 40 who deny having any unfulfilled 
ambitions. And these denials are not entered thoughtlessly. Says 
one man: “Spent about five minutes pencil in teeth—can’t think of 
a thing.” And another: “No, and this bothers me whenever I think 
of it.” 

Only 129 men express any preference as to their son’s careers. 
Of the choices expressed, 58 per cent are for business, 42 per cent 
for a profession. (These choices may be in part directed by the 
sons’ preference.) The professions favored are engineering, medi- 
cine, law, and diplomacy. 

Incidentally, the trend to permissive parenthood shows up clearly. 
Over all, one man in three says that he has no preference, wants 
his sons to choose their own careers. But close to half of the men 
under 50 feel this way. 


PLANS FOR RETIREMENT 
Four out of five of the company presidents head firms that have 
pension plans—and in many of these firms, retirement at 65 or 
thereabout is compulsory. Nevertheless, 85 men—many already in 
their sixties—say either that they have no plans for retirement or 
that they plan never to retire. 
Of the men who have made plans, the majority (132) will retire 
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at 65; 63 will retire before that age; 22 men will quit somewhere 
between the ages of 66 and 69; and 18 want to wait till they're 
at least 70. 

In all, 235 men have decided when they will retire, but only 
143 have taken the next logical step of deciding what to do after 
retirement. This is fewer than half the respondents and, signifi- 
cantly, the proportion doesn’t vary much with age. Even among 
men over 60, fewer than half know what they'll do when they quit. 

The majority having plans will stay active, though not necessarily 
in money-making occupations. A number will become consultants 
or will start new businesses. Many will travel, some will farm, 
garden, or pursue other hobbies, a few will write, study, and teach. 
Very few speak of taking a rest. 


WHAT'S AHEAD? 

Asked what economic or social factors will affect the continued 
expansion of their companies in the next few years, the respondents 
demonstrate an irrepressible optimism. Only 54 men answer this 
question neutrally by stating factors that could work out either well 
or poorly for the company, such as the progress of their industry, 
world conditions, war or the threat of war, and over-all economic 
conditions. 

Thirty-four men see the future pessimistically. They are worried 
about high taxes and high wages, about government controls, about 
shortages of money, personnel, and raw materials. A few established 
companies see their growth limited by the competition of new 
enterprises serving the same needs. 

But the largest group—149 respondents—see opportunities 
rather than limitations. They base their optimism on the high 
birth-rate and low death-rate; on the expanding U.S. economy; on 
rising standards of living accompanied by growing consumer de- 
mand. Says the young president of a fuel company: “Our future 
is limited only by our ability to assemble management that can adapt 
itself to the changing demands of the times.” A publisher sees 
growing school enrollment as “a big plus for us.” 

Manufacturers of all kinds of products forecast new markets as 
the result of technological advance. One president says: “Our busi- 
ness is part of the wonderful growing electrical industry; as we keep 
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pace with product development, our growth will continue.” And a 
maker of small parts feels that “the technological progress in all 
industry will be shared by us.” 

Some men don’t seem to fear even government control. Says a 
power company president: “The electric business will continue to 
grow almost indefinitely at a substantial rate whether in the hands 
of private industry, government, or both.” 

Not everyone depends on specific economic factors. One presi- 
dent says flatly: “We plan to double our business in the next five 
years.” Another feels that “our limitations are only our own 
ingenuity.” 

It could be summed up in the opinion of an older man, one who 
will soon be retiring from his job as president of a chemical concern. 
He has no regrets, has enjoyed his career and would choose it again 
if he started over. As he prepares to turn over his responsibilities, 
he sees the continued expansion of the business as dependent on 
“young people with fight and vision, and plenty of research work 
on the things the world will need tomorrow.” 


Articles about this survey are also appearing in the 
September issue of Nation's Business and in forthcoming 
issues of Business Week and The New York Times Magazine. 


Hiring “Older” Workers—The Doors Close Earlier 


GRAYBEARDS ALL OF 30 YEARS OLD begin to feel the first hardening of 
company resistance to hiring them because of advanced age. And, accord- 
ing to a survey of 121 companies by the Office Executives Association, 
by the time a man is 50 he will be barred outright by 42 per cent of 
the companies, Business Week reports. 

Oddly enough, the report notes, most of the companies reverse their 
field by denying in detail that older workers present the very problems 
that are cited for not hiring them. For example, some of the companies 
that refuse to hire 50-year-olds nonetheless say they are still within their 
most productive years. 

For women workers, chivalry seems to temper business resistance at 
the lower age levels. The typical woman does not run into hiring trouble 
until she is 35, compared with the male 30. But after that chivalry wilts 
swiftly: At 45, a woman is considered too old to hire by about a quarter 
of the companies; after 50, she finds 56 per cent of the doors barred 
to her. 
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Is Your Office Too Quiet? 


IS A NOISY OFFICE more efficient than a quiet one? After sleuthing 
through office buildings with a noise meter, two young decibel detectives, 
B. G. Watters and W. R. Farrell of Cambridge, Mass., have made the 
startling suggestion that some modern offices may be too quiet. “One of 
the worst problems we've encountered,” Watters reported, “is when 
workers are moved to a quiet suburban building. They find themselves 
quite lost without ‘masking noise.’ ” 

“Masking noise” is typewriter chatter, the background babble of voices, 
the hum of traffic outside. Paradoxically, Farrell and Watters, who are 
members of an acoustical engineering firm, believe that more masking 
noise, rather than less, may make workers happier and more efficient. 

If more masking is needed, management can try music, fixing ventilators 
and air conditioning systems so that they make more of a racket, and 
“synthetic noise.” 

“This is not a hum,” says Watters, “but a kind of shhhh noise. With 
filters, it can give you interesting variations.” 


—Newsweek 6/3/57 























“So this is Henry's boss!” 


Reprinted by special permission of The Saturday Evening Post. 
Copyright 1957 by the Curtis Publishing Co. 
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Give George a Chance to Do It! 

(Continued from page 11) 
agencies and printers. As long as he does not exceed his authority 
and accomplishes your objectives, you don’t interfere. But if, for 
some reason or other, he desires to spend more money than you have 
authorized, he comes to you for a decision. You review his recom- 
mendation and either accept or reject his request. You give him 
responsibility, but the accountability is yours. That you cannot 
delegate. 

Since no two executives are alike, no two men delegate the same 
way. Some familiarize themselves with even the minutest details of 
the activities of their subordinates and give careful attention to 
matters other men would think trivial. There is a danger in this. 
You can get so bogged down by minutiae you don’t have time for 
big decisions. 

However, an interest in detail doesn’t mean you can’t see the 
whole picture. General Alfred Gruenther has the reputation of 
being a bear for details, but he also thinks broadly and imaginatively. 
An officer said of him, “He is able to clear his mind and his desk 
with lightning speed. He never abandons the detail, but he operates 
brilliantly on two levels instead of one.” 

A comprehensive grasp of detail makes you a better executive, 
provided you can distinguish between what is big and what is little 
and keep detail in perspective. 


THE CONTROLS OF DELEGATION 

You have controls, some direct, some indirect, when you give 
assignments. How you use these controls determines your ability 
to delegate. 

You have the telephone and the memo. You can call a subordi- 
nate in to discuss a problem, and you can make it clear that he has 
the duty to keep you informed. 

Louis Allen of the National Industrial Conference Board tells the 
story of the personnel director of a midwestern manufacturing com- 
pany who delegated an assignment and negiected to follow up. 
A merit rating form had to be developed, and the personnel director 
gave the job to his wage and salary man. Six months later the 
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executive vice president of the company asked the personnel director 
for the form. The latter hurried to the wage and salary executive 
to find that nothing had been done. 

The personnel director did not try to dodge his accountability. 
He took the blame, but he thought he had simply been following 
the doctrine of completed staff work. What had he done wrong? 
Two things, says Mr. Allen. He had not developed a system for 
evaluating and reporting work in progress, and he had not instilled 
in his subordinate a recognition of his obligation to keep his boss 
informed. In short, he had delegated but had failed to establish 
a system of controls to make his delegation effective. 

It is true, perhaps, that too much organization kills initiative. 
General Lucius Clay, chairman of the board of the Continental Can 
Company, remarked in a discussion of The Art of Delegation, 
“I would never be satisfied with the individual who is not con- 
tinually seeking to add to his responsibility, to increase his authority, 
and who, in case of doubt, hesitates to make decisions which are not 
being made by others perhaps more directly responsible.” 

You will find that the strong subordinate gets much of his 
authority by continually reaching for authority. The wise leader 
permits this, but he doesn’t abdicate his own authority. He controls 
the situation, for he understands his subordinate is filling a vacuum 
and knows that wherever a vacuum exists someone will move in. 

A vice president of a New York company was listening to the 
complaint of a sales executive about the activities of a certain 
regional sales manager who had moved in on an open territory 
which he had always expected to develop. 

After hearing the story, the vice president replied, “I know what 
Wilson is doing, and it’s a good job. The opportunity was there for 
you, but you did nothing until Wilson beat you to the punch. 
Maybe he moved too quickly, and maybe he moved without au- 
thority, but am I to penalize him for showing initiative?” 

You can delegate without fear so long as you remain in charge. 
But you cannot permit ambitious subordinates, no matter how 
capable, to run all over you. You must make them understand 
that their authority is derived from you. If they exceed it, pull 
them up short and quick, but do so with a reason. 

The extent to which you delegate authority to your subordinates 
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depends on your personality. Some men are experts in delegation 
and seem to know instinctively how to get the best out of people. 

When you delegate you must do more than just know your people 
and their abilities. Actually, you must have their consent, and this 


means you must recognize their rights. 


VARIATIONS IN DELEGATION 

Perrin Stryker remarked on this change in the concept of the 
management function when he described the “upward” type of 
authority that is recognized by the modern executive—the basic 
freedom to obey or disobey orders from superiors in an organization. 
By his willingness to cooperate and follow instructions, a subordi- 
nate grants authority to those giving instructions. If he refuses to 
obey, his superiors have no authority over him. Of course, points 
out Stryker, you can fire an uncooperative employee, but the firing 
tacitly acknowledges a failure in managerial authority and invokes 
the authority of private property to remove him from the premises. 
“The consent of the governed” is the only true authority, Stryker 
observes. You must recognize this and apply it when you delegate 


responsibilities to your men. 


WHAT KIND OF DELEGATOR ARE YOU? 

There are different types of bosses, and how they get things 
done depends on their personalities. The same thing goes for how 
they delegate. Let’s look at a few examples. 

1. The Bull of the Woods. Are you the Strong Man? Do you 
protect your employees, even the weak ones? Are you so capable on 
your job that your subordinates have tremendous confidence in you 
and follow your orders unquestioningly? If that’s the case, you only 
delegate the routine. The major decisions you handle yourself. 

In football, Paul Brown of the Cleveland Browns is an authori- 
tarian type of leader. He calls the signals from the bench and his 
quarterback follows them. Not much delegation of responsibility 
there, but Brown is successful. His decisions are usually right and 
his players have complete trust in his judgment. 

Very few men either in football or business have the ability of a 
Paul Brown, yet too many executives try to use his tactics. Yet they 
don’t really know how. They are merely arbitrary and opinionated, 
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and try to keep power in their own hands—not because they are 
sure of their abilities, but because they are afraid of their weak- 
nesses. They attempt to make themselves indispensable by doing 
everything personally. They are frightened of capable subordinates 
because they think good men are a threat to their jobs. They 
masquerade in strong man trappings, yet become petty tyrants, 
delegating neither detail nor decision-making. 

2. The Question-Asker. If you ask questions you can make em- 
ployees think for themselves. It's a handy technique in delegation. 

Vice president Peter R. Wotjul of the Continental Can Company 
has said: “When you delegate, make constant use of the question, 
‘What do you recommend?’ If you answer a question with a ques- 
tion, particularly if it is a provocative one, you put the burden of 
thinking on the original questioner. It may be frustrating to him, 
but it forces him to make a decision on his own initiative. If your 
questions are intelligent and cause your subordinate to cover the 
ground you want him to, his decision will probably be the one you 
expect and can safely delegate.” 

“The trouble with too many executives,” said W. L. Price of the 
Baltimore and Ohio Railroad, “is that they do the work of their 
subordinates. A man brings in a program about 75 per cent com- 
pleted. We accept this partially completed assignment and finish it 
ourselves. It’s quicker that way, but we are not developing the man. 
We should throw his program back at him. Ask him questions that 
will reveal the loopholes in his proposals. When he sees where the 
gaps are, tell him to plug them up and then resubmit his recom- 
mendations. We should learn the trick of controlling delegation 
with a question.” 

3. The Unloader. If you really want a man to make a decision, 
simply give him a problem and cut off his source of replies (that’s 
you). That’s delegation with a capital “D”. He has an assignment, 
he’s on his own, he has to come up with a solution. 

During World War II, so the story goes, there was a civilian (call 
him William Smith) who was an expert in transportation. The 
navy required his special skill and he was awarded a commission 
as Lieutenant, Senior Grade, and put on active duty. 

Somehow there was a mix-up. Smith was ordered to take com- 
mand of a destroyer and assigned to convoy some merchant ships 
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to Africa. He had never been to sea in his life, but his protestations 
got him nowhere, so he carried out his orders. 

Although Smith did not know anything about ships he was 
practical and level-headed, and he counted on his officers. Smith 
learned his job while doing it. Before the war, he had been a 
civilian engineer accustomed to directing men, and it was not too 
difficult to translate his technical ability into nautical terms. By the 
time the navy realized what had happened, Smith had become an 
efficient line officer. 

4. The Problem-Solver. This is basically another form of forced 
delegation. The “completed staff work” technique gives you control 
of the final decision, but there are occasions when you will have to 
gamble. You have a good subordinate and several big jobs facing 
you. Time presses, so you take a chance and delegate a major 
assignment to him. Of course, you try to keep an eye on his prog- 
ress, but maybe because of the taxing demand of your own schedule 
you give him more leeway than usual. 

Frequently you will be surprised at how well he accomplishes his 
assignment, for there is nothing like responsibility for developing 
men. But in order to delegate on a freewheeling basis you must 
know your men. Robert E. Lee gave Stonewall Jackson practically 
complete discretionary powers and it worked. But Lee never found 
another general to whom he could give the same authority. When 
he tried it, his army suffered. 


DO YOU LET GEORGE DO IT? 

“Let George do it,” is an expression that accurately sums up the 
shortcomings of thoughtless delegation. It means give the job to 
George and forget about it. George often gets into trouble because 
there’s no follow-up. 

You must let George do it all right, but you must give George 
the authority, responsibility, and motive to fulfill his assignment. 
You must share the credit with him when he does a good job. 
You can’t simply lay a responsibility in George's lap, then blame 
him if things go wrong. 

Yes, you have a duty when you give a subordinate a job to do. 
Delegation is part of decision-making—probably the hardest part. 
How well are you living up to your responsibility to George? 
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| Office Collections the Painless Way 


THE PERSISTENT OFFICE PROBLEM of how to avoid the nuisance of 
“envelope passing” to make collections for employee gifts has been solved 
) by one company (Equitable Life Assurance Society, New York) with a 
special Social Service fund. Here’s how the system works: 

A five-member committee, elected each year, administers the fund. 
Each member of the Social Service fund contributes 35 cents a month 
whenever the fund falls below $400. When it exceeds $500, contributions 
are suspended. Rules specify the occasions on which money is to be used 
| for gifts, and the amounts to be spent are based on length of member- 
ship in the fund. The fund is used for such occasions as weddings, deaths 
of members or relatives, illnesses, births, military service, length-of-service 





P anniversaries, resignations, retirements, and transfers. 

r —Industrial Relations News 
: (230 West 41 Street, New York 36, N.Y.) 
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“They promoted Bottleby to the policy level 
so he wouldn't louse up operations.” 
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The Gimmick Craze in Employee Communications 
(Continued from page 13) 

office in New York, we'll even give him a train ticket.” 
There was a moment of silence before someone piped up from 

the back, “Round trip—or one way?” The executive joined in 

the laughter, but the ridicule with which his invitation was greeted 

was not lost on him. 


THE HUMANIZATION OF MANAGEMENT 

Another cliche born of the emphasis on human relations is that 
executives must be seen by employees—that they must get out 
and hobnob with the hoi polloi. This concept is carried to extremes 
in industry—particularly in large companies. 

The president of one company, for example, eschews member- 
ship in a private country club and tees off every Sunday from the 
public golf course. In this way, he believes he can get closer to 
his employees. What he doesn’t know is that the workers who 
play this public course resent the boss’s intrusion and consider his 
well-meant mingling in the nature of spying. 

Another facet of this penchant for being a “regular guy” is 
the practice called “walking the mill floor.” This means that the 
executive makes it his business to go out on the factory floor re- 
gularly to be seen by the workers. This is supposed to give each 
employee a feeling that the boss is personally interested in him. One 
company has gone so far as to formalize this technique: They 
require plant managers to schedule tours of the plants they oversee 
at least three times a week. If this trend continues, it is easy to 
see that flat feet and bunions will soon rival ulcers as executive 
occupational diseases. 

Why shouldn't executives visit employees and indulge in small 
talk with them? What is wrong with the “walking the mill floor” 
concept? Nothing, except that management is prone to draw a 
distorted picture of employee morale from these visits. 

“We have a splendid work force here,” one executive told me 
recently. “Every time I go through that plant—and I go un- 
announced, mind you—the employees are hard at work. There's 
no fooling around here.” 
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What this executive didn’t know was that the employees have 
worked out a complete communications system of their own to 
detect the boss’s comings and goings. Here is the way it works: 
whenever the boss decides to tour the plant, he comes through the 
door that opens on the woodworking shop. As soon as he enters, 
one of the employees in this department picks up a two-by-four 
board and puts it through the buzz-saw. Three short rips of wood 
against the spinning steel alerts the rest of the plant that “here 
comes brass.” On the other end of the factory floor, a huge steam 
hammer answers—bang! bang! bang! This means that the buzz- 
saw signal has been heard all the way to the other end of the 
plant. As soon as these signals are exchanged, workers put their 
noses to the grindstone. Foremen rush into the rest rooms to 
muster out laggards, workers shove debris and dirt under their 
benches, and the place looks like a model unit of production. This 
is the picture that the boss gets. Actual conditions are a far cry 
from this idealized version, produced for “top eyes only.” 

In some cases, management itself enters into a conspiracy to 
hide from roving executives the real condition of a department or 
plant. The vice president of one company, who makes it a habit 
to be seen by his employees on a regular—but unannounced— 
basis, must pass the telephone operator at the beginning of his 
good will (?) tour. The operator buzzes the plant superintendent, 
who gives a prearranged signal to the supervisors, who in turn 
run around getting employees to make things look shipshape. The 
fact that the employees, in cahoots with members of middle manage- 
ment, have gone to the trouble to work out a counteroffensive 
against the boss’s attempts to fraternize is in itself an index of the 
shortcomings of the humanizing methodology. 

One more example: A company president, fresh from a six- 
week management development course, returned to his managerial 
habitat determined to improve his communications with employees. 
At the advice of the personnel officer of the company, the ex- 
ecutive decided on the daily stint around the plant. He had been 
quite isolated from the rank and file and did not know first names, 
so he set up a system. He had three-by-five cards made up to 
record each employee’s name, nickname, hobby, number of children, 
wife’s name, and some tidbit of harmless gossip that could be used 
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as a prop for conversation. Every day the president, cards in hand, 
would visit the plant. Before he came to each department, he 
would go over the cards and memorize the pertinent information. 
Then he would strut out boldly to talk to the employees. 

Everything went well until the day when, after taking a quick 
refresher from his cards, he stopped to chat with Jim Engstrum. 

“The company is mighty proud of your bowling scores, Jim,” 
the boss began. 

“Mr. Smith,” the employee answered with evident sarcasm in 
his voice, “you've been looking at the wrong cards. I’m the fellow 
that likes gardening; the bowling champ is over there.” 

Thus another mechanical attempt to communicate through the 
gimmick bit the dust; the boss hasn’t been through the plant on 
his friendship tours since. 


HOUSE ORGANS 

Intent on making friends, the house organ is often so bland, so 
innocuous, and so inoffensive that it is virtually without content 
and certainly without impact. Of course, it is unexcelled as a 
showcase for photographs—including many that have nothing at 
all to do with the company. And if pictures of the Alcan Highway 
or the regional finalists in the Miss Drill Press contest fail to com- 
municate anything, well, at least they make the paper pretty to 
look at. 

As for news, most house organs have more biological statistics 
than the local hospital’s files. Where else could employees learn 
that the superintendent of the corkscrew department of the Toledo 
plant has a brand new baby girl, or that Elsie Barnes (Typing 
Pool) is now engaged to Artie Porter (Mail Room)? That's news— 
and it's all the news that employees will find in most company 
publications. 

The average house organ staff may be expert in the field of 
journalism, but they are frequently without training or experience 
in the vital areas of personnel relations or industrial psychology. 
To give them credit, though, they're frequently just as limited by 
a lack of real management support when they do try to make sense. 

Heaven help the editor who suggests that there is a world out- 
side the company, and that the future plans and prospects of the 
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company have any bearing on the welfare of the employees. Al- 
though surveys have indicated that news affecting the security of 
their jobs is of primary importance to employees, most company 
papers avoid it like the plague. And as for union activities—well! 
Why even acknowledge that the union exists? 

All in all, management seems afraid to use its own publications 
for any information that might really interest employees. Not many 
corporations actually make it a point to present important an- 
nouncements or news of company developments in their own 
periodicals before releasing them to the general press. And any 
“message” from management usually takes the form of a letter 
from the president, printed in a circlet of American flags and 
extolling the virtues of a free enterprise economy. 

The problem seems to be that company publications present 
what management thinks employees should be told, not what they 
want to know about. No one has really answered the, question of 
what's wrong with a sincere effort to share information with em- 
ployees. As one writer has put it, perhaps what is needed is not 
only a change of content, but a change of heart. 


LETTERS TO EMPLOYEES 

Here is a communications device that has really taken hold in 
industry. Indeed, there are so many letters going to employee 
homes from the “boss” that it’s a wonder that the post office de- 
partment is still in a hole. The “letter to employees” has become 
a fad. It is, however, based on a sound communications principle. 
If you can get your message read in the coziness of the home, away 
from the hustle and bustle of the machine, it will have a better 
effect. Another reason—this one of more dubious validity—you 
get your message across to the family, and that will create greater 
company loyalty. 

But it hasn’t worked out that way. One reason is that the 
sociology of the American home has changed. The modern worker 
has many demands made upon his time when he comes home. 
There is television, there is the outdoor movie, there is the shopping 
center. He is not in a mood for the company message, and I 
suspect that he retains less of the communication sent to his home 
than if given to him in the proper atmosphere of his workplace. 
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The average employee also distrusts the communication to the 
home because he suspects (and with some basis) that management 
doesn’t want to communicate information on company time for 
fear that this will interfere with production. 

The letter to the home has another fault. It is one-way com- 
munication. It doesn’t give the employee a chance to ask questions, 
and it is too much to expect him to remember to stop his super- 
visor the next morning and ask for clarification on some moot 
point in the letter he received the night before and read between 
a couple of TV commercials. 

The “write home movement” has also spawned overfamiliarity 
by management. One company, for example, sends a monthly 
letter to employees to their homes. Signed by the president or the 
vice president, it bears the salutation, “Dear Fellow Employee.” 
That is, it did, until the day a letter from a worker arrived in the 
office. Addressed to the president, it began with the friendly 
greeting, “Dear Fellow Employee.” 


MEANS TO AN END 


Does all this mean that communications is a waste of time and 
money? Of course, it doesn’t; but it does indicate that too many 
executives are emphasizing “communications” at the expense of 
communication—paying too much attention to the gadgets and 
gimmicks and too little to content and purpose. 

There are two basic requirements for effective communication: 
(1) management must have something to say, and (2) it must 
be said so it is not only heard, but accepted by employees. 

When they are ends in themselves, the media and devices used 
in communicating can actually be harmful to employee-manage- 
ment understanding; but when properly employed to help manage- 
ment perform what is, after all, its chief function—getting things 
done through others—they can be valuable means of providing 
a basis for understanding, cooperation, and action. 





NOT DOING MORE than the average is what keeps the average down. 
—William Winans 
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How Little Fires Become Big Ones 


WHY DO PLANT FIRES GET OUT OF CONTROL? Until recently, there has 
been little data on this important question, because most fire statistics 
reported only why fires started. New findings of the National Board of 
Fire Underwriters, reported by Laurence M. Ford, research engineer for 
the Board, point to three major factors: (1) delayed discovery; (2) large 
undivided building areas; and (3) inadequate water supply. 

Delayed discovery results in most cases from lack of automatic sprinkler 
protection, lack of automatic fire detection equipment, or failure to employ 
a competent watchman, according to Mr. Ford. To overcome these 
deficiencies, he urges the establishment of a regular system of fire pro- 
tection maintenance and procedures that will assure the prompt trans- 
mission of alarms to the fire department. 

In some undivided plant buildings, it is possible for a fire to rage for 
1,000 feet without encountering any obstacles to its progress, notes Mr. 
Ford. In such plants, municipal fire departments often can reach only 
a small area with its hose streams, and many times the fire actually burns 
itself out before the firemen can approach its center. 


—The Insurance Broker-Age 7/57 





“| hope you realize, Mr. Jeffers, that I've 
been on overtime since five o'clock.” 
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Preparing for A. D. 2000 


(Continued from page 16) 


630,000 households will be added to America’s steadily growing 
family population. 

What will the population boom in the United States mean in the 
years and the decades ahead? Among the numerous results will be 
an enormous expansion in the demands for new homes, cars, ap- 
pliances, electricity, oil—in fact, for goods and services of all kinds. 
Since the standard of living is rising annually, the demand will 
increase even faster than the population, and the nation’s output 
will have to be boosted by huge amounts. 

In the first place, this means that industry will have to spend 
additional record sums on new plants and equipment. Second, it 
implies even greater needs for schools, roads, and other public 


services. 
THE RAW MATERIAL SITUATION 


Fundamentally, however, this economic expansion will require a 
tremendous and almost unbelievable amount of raw materials to 
keep the wheels of industry moving. In this situation lies the actual 
dilemma of our prosperous future. International affairs, full of 
tensions and uncertainties, are moving along a political perspective, 
but growing prosperity in the future will fully materialize only if 
we recognize the economic perspective. This challenge faces not 
only the United States, but the entire family of free nations. 

Few in this country—whether civilian or military man, banker 
or economist, production man or engineer, office worker or farmer 
—will readily accept the idea that we are faced with a lack of raw 
materials. However, the situation in the United States today is pre- 
cisely the reverse of what we have experienced in the past. A hun- 
dred years ago, the resources needed to keep the economy going 
seemed limitless, and the struggle upward from meager conditions of 
life was a struggle to create the means and the methods of getting 
these abundant materials into use. 

We have succeeded so well in this struggle that—considering 
today’s expansion and growth programs, high-level employment, 
new plants, technological changes—too many of us forget to look 
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back to the mine, the land, and the forest, the sources upon which 
we absolutely depend. 


THE DEPLETION OF NATURAL RESOURCES 

We have built our factories very well and developed our lines of 
distribution very effectively. The ingenuity of research has alleviated 
some of these situations by developing new metals (such as titan- 
ium), new products (such as plastics), and new devices (such as 
transistors); and the urgency of the raw materials situation is tem- 
porarily overshadowed by our success in production and utilization 
techniques. 

The situation may be summarized as follows: The consumption 
of almost all materials is expanding at compound rates, requiring 
more and more resources which are not expanding in like fashion. 
The intensity of the problem is illustrated by the profound shift in 
the basic materials situation in the United States. Our requirements 
are getting larger and larger, and our self-sufficiency is getting less 
and less, and we are becoming more and more dependent on foreign 


sources of supply. 


THE ECONOMICS OF INTERNATIONAL POLITICS 

Additional difficulties are encountered in continuing intensity by 
other developed, industrialized nations (primarily in Western 
Europe), owing to the serious depletion of their own resources and 
the weakening or severing of ties with their colonial possessions. 

The rising ambitions of the resource-rich but less developed na- 
tions. are now leading them to concentrate on rapid industrialization, 
rather than on materials export. The tension between totalitarian 
and democratic nations has disrupted normal trade patterns and has 
necessitated costly measures of defense production. 

Finally, there is still the memory of the not-too-recent past when 
a world-wide fear of market instability tended to deter private 
investors and resource-rich countries from developing resources to 
keep pace with future needs. Of course, such flagrant violations of 
international rights as confiscation and nationalization of properties 
without proper compensation, as we have seen recently, also add to 
the aggravation of this situation. 

One thing seems certain about the materials and energy future— 
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the problem will persist. Its forms may alter, its severities may be 
controlled, and partial solutions may be found; but the forces that 
brought the problem into being will increase rather than diminish. 
As industrial civilizations grow in complexity, they compound the 
demands they make for raw materials and energy. American indus- 
try must accept these fundamental facts as it looks ahead to the 
year 2000—and must plan accordingly. 

Even the political problems on the international scene will be- 
come more reasonable if we accept the materials and energy situa- 
tion in its true and proper perspective. The economic aspirations 
of the Middle East, Africa, Latin America, and Asia are important 
factors in the political moves of the present. American interests in 
the Middle East are political in external appearance, but economic 
in basic fundamentals. The pressure that exists in the underde- 
veloped regions for a higher standard of living is manifested in part 
by the nationalistic uprisings we have witnessed in so many 


countries. 


RATE OF MATERIAL CONSUMPTION IN THE UNITED STATES 


Our own concern with these situations can be traced to the fact 
that our raw material situation now looks somewhat as follows: 
Over 2% billion tons of materials are being used up each year to 
keep the country going and to support our high standard of living. 
With a population of over 160 million, each person uses an average 
of over 18 tons of materials a year. Each American uses about 
14,000 pounds of fuel for heat and energy—warming houses and 
offices, running automobiles and diesel trains, firing factory boilers, 
and so on. He uses 10,000 pounds of building materials—lumber, 
stone, sand and gravel—plus 800 pounds of metals from 5,000 
pounds of ores. Each individual American uses about 5,700 pounds 
of agricultural products per year. In addition, he uses 800 pounds 
of nonmetals, such as lime, fertilizer, and chemical raw materials. 

As a nation, the United States has lived and prospered for a long 
time without serious concern for its material resources. Our dra- 
matic progress in production and consumption has been attributable 
not only to the freedom of our institutions and to the enterprise of 
our people, but also to the spendthrift use of our rich heritage of 
natural resources. We have become the supreme advocates of the 
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idea that man and his labor are the most valuable resource, and that 
inanimate materials are to be utilized as fully as possible in order 
to give men the greatest amount of return for the effort applied. 

Certainly, there is nothing wrong with this approach; it still is 
and should continue to be applied, but the time has passed when we 
can afford the luxury of viewing our resources as unlimited. We 
must realize that this country’s supplies of the evident, the cheap, 
and the accessible are running out. 

In contrast to other industrial nations, we have been able, in the 
past, to satisfy the greater part of our materials demand from our 
domestic resources. Accordingly, the United States has used up its 
resources considerably faster than the rest of the free world. With 
less than 10 per cent of the free world’s population and 8 per cent 
of its land area, the United States consumes close to half the free 
world’s volume of raw materials. 

The United States’ largest current supplier of chrome for steel 
is Turkey. The nation draws copper from Africa and the West 
Coast of South America. We use petroleum from the Middle East 
and South America. Tin comes from the Far East as well as from 
Bolivia; lead from Canada and Mexico; bauxite from South Amer- 
ica; iron ore from Venezuela, Liberia, and Labrador. For three key 
commodities—tin, quartz crystal, and industrial diamonds—the 
United States is entirely dependent on foreign sources. Also, we 
produce only 55 per cent of the lead, 38 per cent of the bauxite, 
26 per cent of the antimony, 20 per cent of the flake graphite, 10 
per cent of the cobalt, 9 per cent of the mercury, and 8 per cent of 
the. manganese that our vital industrial operations require. 





LONG-RANGE PROSPECTS 

The future industrial growth of the United States is therefore 
dependent on expanded production of energy and more extensive 
development of raw materials sources. American industry must 
recognize this in terms of current planning, for the long-range 
growth potential of the average American corporation is vitally af- 
fected by these fundamental issues, which, in turn, are affected 
by the international political situation. The prospects for the future 
should convince even the most nationalistic government that its 
prosperity is dependent upon peace. 
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To THe Eprror: 

In your June issue I am disturbed 
to see a reprint of the article “Who's 
to Blame for Higher Prices?” when it 
has been discredited by competent 
economists and many of its points later 
apparently contradicted by’ its author. 

Vigorous and authoritative dissents to 
Mr. Dale's analysis were registered in 
The New York Times’ “Letters” column 
soon after his article appeared, and Mr. 
Dale’s subsequent articles suggest that 
he now appreciates the impact of 
wage-price spirals on the cost of living 
for the average family. Mr. Dale based 
his original article on indications that 
prices of “goods” had remained rela- 
tively steady during recent years, with 
prices of “services” (in which there are 
no big-union—big-corporation wage set- 
tlements) being the “real villains” in 
terms of significant increases. 

William Fellner, professor of econ- 
omics at Yale University, stated flatly in 
a letter printed in the March 25 issue 
of the Times that Mr. Dale’s conclusion 
“should be rejected.” Professor Fellner 
pointed out that even though high levels 
of productivity may permit some indus- 
tries tv absorb wage increases without 
price increases, wage increases there 
will still cause an over-all increase in 
the cost of living because they will pull 
up the wage level of the other indus- 
tries where “higher wages lead to higher 
prices, since output per manhour is 
not rising or not rising much.” 

Another economics professor, Cyril 
A. Zebot of Duquesne University, con- 
curred with Professor Fellner’s thesis 
and elaborated on it .in a letter pub- 
lished in the Times on April 10. 

By May 19, Mr. Dale seemed to be 
agreeing with his critics. On that date, 
the Times carried his report of a Labor 
Department analysis of inflation (“Pro- 
ductivity, Earnings, Costs and Prices”) 
which Mr. Dale said “leaves the in- 
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ference that following the ‘demand in- 
flation’ of the Korean War—when 
prices may have risen first and wages 
followed—the key inflation cause at 
least in recent years has been the ‘cost 
inflation’ induced by excessive wage 
increases.” Later that week, the Times 
asserted editorially that “the best econ- 
omists in the country will probably be 
found lined up behind the theory that 
the cause of the present rising cost of 
living is a rise in wages outrunning the 
rise in the nation’s productivity.” 

In the face of protests from Ewan 
Clague, Commissioner of Labor Statis- 
tics (who denied that his report made 
the implication Mr. Dale attributed to 
it), and from the AFL-CIO Executive 
Council (who charged that he had 
“manipulated” the Department's study), 
Mr. Dale stuck by his guns. In a letter 
reprinted in the Times on May 24, he 
stated: “I still believe that the data in 
the report strongly indicate a cause- 
effect relationship . between wages and 
prices in the most recent five-year 
period. This inference of mine is shared 
by a number of economists who have 
examined wage and price data such as 
that in the report, including a number 
of completely “neutral” economists in 
the government with whom I have 
talked.” 

J. STANFORD SMITH 
General Electric Co. 
New York, N. Y. 


To THE EprTor: 

The artist who drew the delightful 
cartoons in James Black’s article (“How 
to Decide Right When the Chips Are 
Down,” August, 1957) certainly de- 
serves a pat on the back. Who is he? 

a Ww te 
New York, N.Y. 


@ The drawings are the work of Al 
Hormel, who has contributed several of 
the Review's cartoon features during the 
past year.—Eb. 
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BUSINESS ACTION IN A 
CHANGING WORLD. Edited 
by Henry C. Thole and Charles 
C. Gibbons. Chicago Public 
Administration, 1956. 319 
pages. $5.00. 


Reviewed by Ernest Dale* 


“Writing a book, like marriage, is 
too large-scale an enterprise for me to 
undertake successfully,” a famous 
economist once remarked, and he 
never undertook either. To carry the 
analogy further, compiling an an- 
thology may be compared to the job 
of the marriage broker. As the broker 
must match suitable couples, so the 
anthologist has to select those authors 
who will be most presentable to the 
reading public. This requires a rather 
sure knowledge of one’s public and 
its objectives, a wide acquaintance 
with the “eligible” literature, and 
good judgment in matching the one 
to the other. 

The members of the Upjohn In- 
stitute of Community Research have 
had a successful and fairly extensive 
experience in the matching process. 
For a good many years they have 
tried to apply some of the best think- 
ing and research in the academic 
world to the problems of the local 
community. In turn, they have dis- 
tilled from the experience of local 
groups some working concepts that 
are helpful to the theorists, especially 


*Associate Professor, School of Business 


and Public Administration, Cornell 
University. 
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in the field of stabilizing employment. 
Endowed by the founder of the Up- 
john Company for the purpose of 
stimulating interest in problems that 
are essentially of concern to all of us 
in our daily way of living, the mem- 
bers of the Research Institute have 
fulfilled this objective by making 
their efforts meaningful to those who 
are engaged in local community work. 

This anthology of business writings 
is a good illustration of the service 
provided by the Institute. Messrs. 
Gibbons and Thole have searched the 
business literature for the most ad- 
vanced thinking, as well as the most 
interesting presentations, to aid 
businessmen in the solution of their 
managerial and economic problems. 

This is not a “how-to-do-it” book, 
however. The materials are designed 
to show existing alternatives and to 
stimulate new thinking. While the 
“how-to-do-it” approach has its place, 
of course, we have rather more of it 
than of the “think” pieces such as 
these. 

The editors’ selections fall into 
four major parts: (1) Changes fac- 
ing the manager of tomorrow—man- 
agerial and market changes, and the 
consequences of automation and 
atomic energy; (2) adjustment to 
changing conditions—growth, man- 
power, and business cycle fluctua- 
tions; (3) management action in 
specific areas—research, product 
planning, marketing, production, and 
labor and labor productivity; and (4) 
GAW and business stabilization. In- 
cluded are many well-known writers 
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like Slichter, Schell, Drucker, and 
others. 

A favorite sport of reviewers is to 
quarrel with the choices of antholo- 
gists and try to show how much better 
they themselves might have done. 
This is always arguable. But there is 
little doubt that making a really 
conscientious and worthwhile collec- 
tion of the best literature may well 
take more time than writing it, 
though it is probably an easier task! 





THE ECONOMIC CONSE- 
QUENCES OF AUTOMA- 
TION. By Paul Einzig. W. W. 
Norton & Co., Inc., New York. 
255 pages. $3.95. 


Reviewed by 
Forrest H. Kirkpatrick* 


“Progress toward a higher standard 
of living can be achieved in four 
ways: harder work, more efficiently 
organized work, better exploitation 
of natural resources, and improved 
technological methods. In this book 
we are only concerned with the last- 
mentioned way of raising the stand- 
ard of living.” Thus Paul Einzig sets 
forth the scope of his book. 

\utomation—minus some of the 
1957 jargon—is simply the substitu- 
tion of the machine for man. As 
the head of the Bureau of Standards 
said recently, the only new thing 
about automation is the word itself; 
as early as 1784, Oliver Evans 
built an entirely automatic continuous 


* Assistant to the President, Wheeling 
Steel Corporation. 
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process flour mill just outside Phila- 
delphia. Why all the excitement 
now? 

One reason is that the movement 
is accelerating. Another is increased 
publicity. For example, Walter 
Reuther, of the United Auto Work- 
ers, with his guaranteed wage plan 
to relieve the effects of unemploy- 
ment following automation, alerted 
the country to many of its problems. 
Again, in 1955, that remarkable 
organization, the Joint Congressional 
Committee on the Economic Report, 
collected statements and _ evidence 
from 35 experts, thus informing the 
country of the advances to be ex- 
pected, the obstacles to be overcome, 
and the therapy required. 

The author, a sensible, practicing 
economist and an able popularizer, 
has made good use of this and other 
material. He deals with all the major 
problems: the effects of automation 
on productivity, on raw materials, 
on capital needs, on unemployment, 
on the business cycle, on wages, 
prices, and profits, on the military 
establishment, and on trade union- 
ism. 

Einzig is not a dogmatist. He does 
not believe that the free market will 
solve all automation’s resultant prob- 
lems; but he is equally sure that 
controls will not solve them either. 
He is for progress and rising output; 
but he also notes the cost of progress 
to those squeezed out of their jobs 
by automation. He opposes appro- 
priation by labor of the gains from 
automation, but he also opposes con- 
sumer and management monopoliza- 
tion of these gains. 

Among other examples of auto- 
mation in operation, Einzig describes 
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the mass production of color televi- 
sion, where automatic processes 
place “hundreds of thousands of 
separate and individual colored dots 
upon the face of a picture tube, a 
task all but beyond the human 
capabilities for precision and _ toler- 
ance for tedium.” Again, the Bank 
of America’s’ electric computer 
identifies the account number for 
each check, refers it to its “memory 
bank” to make sure there is enough 
money in the account, warns the 
operator if funds are inadequate, and 
takes note of stop-payment orders. 
For Reuther (and for Einzig), 
the labor savings effected through 
automation raise tough problems. 
Reuther cites the case of Stanley 
Tylake, age 61, shifted to a new 
automatic engine plant after 27 
years as a job setter at Ford. Said 
Stanley: “The machine had about 
80 drills and 22 blocks going through. 
You had to watch all the time. . 
And the machine had so many lights 
and shifts—about 90 lights... . If 
there’s a break . . . the whole line 
breaks down. But sometimes you 
make a little mistake and it’s no 
good.” Soon Stanley had to be trans- 


ferred to a job paying less. He could 
not take it. 

Einzig is not unsympathetic to 
such situations. He would help the 
worker through training programs, 
improved mobility, additional infor- 
mation on new jobs, dismissal pay, 
and the guaranteed wage. This is in 
contrast to the position taken by an 
ultraconservative business group re- 
cently before Congress. Nevertheless, 
the price of progress, Einzig believes, 
has to be suffering for the minority. 

This reviewer is impressed with 
Einzig’s economic analysis and, in 
general, with his value judgments. 
Others take the view that in dis- 
tributing gains he allocates too much 
to capital and not enough to con- 
sumers and labor. In his analysis, 
skilled workers and scientists will 
become increasingly important and 
numerous. To mitigate the social 
disadvantages of automation, he says, 
“it is necessary for employers, unions 
and the government to cooperate 
closely and to show a high degree 
of understanding of each other’s 
point of view.” That-would seem to 
be a fairly certain understatement 
of the situation. 


Publications Received 
(Please order directly from publishers) 


GENERAL 


YOUR INVESTMENT STAKE IN A 
WORLD IN TRANSITION. By the “Spe- 
cialist” staff of The Magazine of Wall 
Street, 90 Broad Street, N.Y. 1956. 
155 pages. Gratis with subscription to 
Magazine of Wall Street. 
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BUSINESS REPORTS: Investigation and 
Presentation. Third Edition. By Chester 
Reed Anderson, Alta Gwinn Saunders, 
and Francis William Weeks. McGraw- 
Hill Book Company, Inc., New York. 
1957. 407 pages. $6.00. 
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Statesman. By Bascom N. Timmons. 
Henry Holt and Company, New York. 
1956. 414 pages. $6.00. 


A GUIDE TO SOME PITFALLS OF BUSI- 


NESS. By Irving I. Ackerman. Pageant 
Press, Inc., 101 Fifth Avenue, New 
York City 3, N.Y. 1957. 107 pages. 
$3.00. 


STUDIES IN ENTERPRISE: A Selected 
Bibliography of American and Cana- 
dian Company Histories and Biogra- 
phies of Businessmen. Compiled by 
Lorna M. Daniells. Baker Library, 
Harvard University Graduate School of 
Business Administration, Soldiers Field, 
Boston 63, Mass. 1957. 169 pages. 
$4.50. 


INTRODUCTION TO MODERN STATIS- 
TICS. By Werner Z. Hirsch. The Mac- 
millan Company, N.Y. 1957. 429 
pages. $8.75. 


JESSE H. JONES: The Man and the 





RATIO ANALYSIS FOR SMALL BUSINESS. 
By Richard Sanzo. Small Business Man. 
agement Series No. 20. For sale by the 
Superintendent of Documents, U.S. Goy. 
ernment Printing Office, Washington 
25, D.C. 1957. 55 pages. $.25. 


INTRODUCTION TO STATISTICAL AN. 
ALYSIS. Second Edition. By Wilfrid }, 
Dixon and Frank J. Massey, Jr. Me 
Graw-Hill Book Company, Inc., New 
York. 1957. 488 pages. $6.00. 


NONPARAMETRIC STATISTICS FOR THE 
BEHAVIORAL SCIENCES. By Sidney 


Siegel. McGraw-Hill Book Company, 
Inc., New York. 1956. 312 pages. 
$6.50. 


LIBERALISATION OF EUROPE’S DOLLAR 
TRADE: Second Report. Published by 
The Organisation for European Eco 
nomic Co-operation, 2000 P Street, 
N.W., Washington 6, D.C. 1957. 180 
pages. $1.50. 


MARKETING MANAGEMENT 


RETAIL MANAGEMENT PROBLEMS: Re- 
vised Edition. By C. H. McGregor. 
Richard D. Irwin, Inc., Homewood, 
Illinois. 1957. 256 pages. $4.20. 


RETAIL MERCHANDISING: Fifth Edition. 
John W. Wingate and J. Dana Weiner. 
South-Western Publishing Company, 
5101 Madison Road, Cincinnati 27, 
Ohio. 1957. 634 pages. $3.20. 


INTRODUCTION TO SALES MANAGE- 
MENT: Fourth Edition. By Harry R. 
Tosdal. McGraw-Hill Book Company, 
Inc., New York. 1957. 866 pages. 
$8.50. 


SELECTED AND ANNOTATED BIBLIOG- 
RAPHY OF MARKETING RESEARCH. By 
Ralph Burnham Thompson. Bureau of 
Business Research, The University of 
Texas, Austin, Texas. 1957. 41 pages. 
$.50. 
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CURRENT READINGS IN MARKETING: 
Revised Edition. Compiled by Georg 
F. Frey and Raymond D. Buteux. Print 
ers’ Ink Publishing Company, Inc, 
Pleasantville, New York. 1957. 238 
pages. $3.65. 


SELECTED AND ANNOTATED BIBLIOG. 
RAPHY OF RETAILING. By A. Hamilton 
Chute. Bureau of Business Research, 
The University of Texas, Austin, Texas. 
1957. 87 pages. $1.00. 


STATISTICAL SOURCES FOR MARKET 
RESEARCH. By The Market Research 
Society (Inc.), 73 Cheapside, London, 
E.C.2. 1957. 32 pages. $1.60. 


DIRECTORY OF AUTOMATIC MERCHAN- 
DISING. By the National Automatic 
Merchandising Association, 7 South 
Dearborn Street, Chicago 3, Illinois. 
1957. 183 pages. $4.50. 


THE MANAGEMENT REVIEW 
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A new IMA Special Report. . . 





APPLYING FINANCIAL CONTROLS 
IN FOREIGN OPERATIONS 


T were IS A GROWING AWARENESS that changes in financial control 
methods that are now accepted in domestic operations can also be 
applied profitably in foreign operations. 


This Special Report of the International Management Association 
discusses the differences between control methods in domestic and 
foreign operations of American companies. Drawing on actual com- 
pany experience, the report describes specific applications of modern 
control techniques to overseas business and industry. Topics include: 
the role of the financial officer in international business, special auditing 
problems, international accounting standards, and foreign exchange 
transactions. 

CONTENTS 

Dynamic Aspects of Foreign Operations Planning and Control. Func- 
tions of the Financial Office in International Operations. The Control 
of Investment in Foreign Operations. Problems of International Auditing 
and Accounting Standards. Foreign Exchange Transactions—Hedging 
Against Devaluation and Inflation. Problems of Foreign Exchange in 
Preparing Statements and Reports. The Control of Foreign Manufactur- 
ing Operations. Techniques of Sales Control in Foreign Operations. 
Control Functions of the Credit Manager. Controlling Costs in Foreign 
Operations. W. R. Grace’s Experience in Controlling Foreign Opera- 
tions: A Case Study. 


IMA SpectaL REporT 2 $3.75 (AMA members: $2.50) 


Also available .. . 





CASE STUDIES IN FOREIGN OPERATIONS 


How five leading companies have organized and administered their 
foreign operations. Top management teams of IBM World Trade Cor- 
poration, Minneapolis-Honeywell Regulator Company, United Shoe 
Machinery Corporation, Norton Behr-Manning Overseas, Inc., and 
Westinghouse Electric International Company report in detail on all 
aspects of their overseas experience. 


IMA SpecriAL REporRT 1 $4.50 (AMA members: $3.00) 


Order from Department MS, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 
Broadway, Times Square, New York 36, N. Y. 


AMA will pay normal postage and handling charges on all orders accompanied by check or money order. Orders 
under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remittance, 
will be billed for postage and handling charges. Add 3% sales tax for orders to be delivered in New York City. 





AMA Special Finance Conference on 


MERGERS AND ACQUISITIONS 


Oct. 16-18, 1957 © Waldorf-Astoria Hotel e New York 


Tue MERGER BOOM is still with us, and getting bigger all the time. 


According to informed estimates, 1957 will be a record year, 
with over 1,000 mergers taking place. 
Will the boom continue? 

The recent Supreme Court Du Pont-General Motors decision, 
as well as projected federal legislation, call for a good deal of new 


thinking about mergers. 


AMA's Second Annual Conference on Mergers and 
Acquisitions is timelier than ever. A sober, steady 
look at the merger situation today is just what you 


need to put the broad picture in perspective. 

The Conference will cover every step in the merging process 
—from screening prospective acquisitions to integrating operations 
throughout the new organization. Special features will be: 

e a detailed analysis of how Supreme Court rulings 
and pending antitrust legislation may affect com- 


panies already merged ... and those planning 


to merge 


e a two-sided discussion of the activities of the 


so-called ‘corporate raiders.” 


Don’t miss this chance to get the complete picture on mergers 


today . . . to see what mergers can, and cannot, do for you. 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway e Times Square e New York 36, N. Y.4 








